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C-Day Cash or Chaos’ 


The Procedure of One Medium-sized Manufacturing Company 
By J. H. Winchester, Assistant Secretary, and A. B. Bourquard, Assistant 


UST AS SURE as you are reading 
this article, your war contracts will 
be canceled. In this war it is the one 
definite fact you have known from the 
beginning. “C” Day is more than figure of 
speech. It is currently a fact as many 
holders of war contracts are discovering. 
From Washington and the various re- 
gional government procurement agencies 
come rumors and discussions of a revised 
standard termination clause, partial pay- 
ments on cancellation claims to prevent 
financial collapse of industry, and gradual 
scheduled slowdowns designed to make 
cancellations less painful. 

The uncertainty arising from such a 
confusing mass of rumor and the natural 
tendency to postpone our thinking because 
of the pressing tasks before us today may 
find many of us unprepared on “C” Day 
to present an entirely adequate claim that 
will insure our getting all that we are en- 
titled to as promptly as government me- 
chanism will permit. 

The Ohio Rubber Company, typical of 
many American manufacturers, has been 
required to convert in a few weeks from 
a peacetime business of supplying rubber 
products to the automotive, farm-equip- 
ment, toy and other manufacturing indus- 
tries to the task of supplying a volume of 
war goods, some entirely foreign to rubber, 
five times greater than had ever been at- 
tained in peacetime. 

Cancellation of contracts, therefore, 
would mean freezing for an indefinite pe- 
riod inventories and receivables valued at 
millions of dollars. The one controllable 


1 inted through the courtesy of the authors and the 
Retnal Ansotiations of Cost Accountants’ Bulletin. The 
article originally bore the title: “W ill Cancellation Mean 
Cash or Chaea to You on C Day? 


Treasurer, Ohio Rubber Company 


factor that can be regulated is the accu- 
rate preparation and prompt presentation 
of claims for cancellation charges. 

This calls for a system of assembling 
subcontractors’ claims and the “in-plant” 
charges through coordinated departmental 
procedures which will finally result in an 
amount that is all-inclusive. 

Our procedure is established, in brief, on 
the basis of the accompanying flow chart 
shown on page 144. 


NOTICE OF TERMINATION 


The sales department is the beginning 
and end of the procedure which follows 
this pattern in detail. As soon as a notice 
of a cancellation is received from the gov- 
ernment procurement agency or prime 
contractor, the sales department imme- 
diately notifies, by a messenger-delivered 
letter, the purchasing department, pro- 
duction control department, cancellation 
control division centered in the general 
accounting division, and the factory ac- 
countant. All cancellations are required 
to clear through the sales division, which 
makes all cancellation contacts with our 
customers. 


PURCHASING DEPARTMENT 


Upon notification by the sales depart- 
ment, the purchasing department imme- 
diately makes up a cancellation register’ 


Information posted on this register includes: 
Amount due 

Amount to cancel 

Wire date sent 

Wire date acknowledged 
Cancellation report 


Customer 

Canceled items 
Order number 
Date of cancellation 
Contract number 


Date mailed 
Vendor Date returned 
Address Amount 
Item Canceled 
P. O. Number Commitment 


Amount ordered 
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in duplicate, on which are listed, among 
other things, all the purchase orders per- 
taining to the contract in question. 

Naturally, the essential function of the 
purchasing department in this cancella- 
tion procedure is to see that all vendors are 
promptly notified of the cancellation by 
telephone or telegram with confirmations 
following by mail. When all listings have 
been made, one copy of the cancellation 
register is retained by the purchasing de- 
partment and the other is sent to the can- 
cellation control division in the account- 
ing department. 

All vendors are sent the necessary forms 
on which to file their claims and there is 
always included a copy to the factory ac- 
countant who is considered a vendor and 
wha is expected to file a claim for “in- 
plant” charges as though he were a 
vendor. 

The purchasing department then has 
the responsibility of keeping in touch with 
all vendors, aggressively and frequently, 
to see that their claims are presented 
promptly as requested. Each claim, when 
received, is immediately posted to the pur- 
chasing department’s copy of the register, 
after which the original claims from vend- 
ors are forwarded to the cancellation con- 
trol division for the permanent file. 


VENDORS’ CLAIMS 


The type of form used for vendors’ 
claims has been designed to show on one 
sheet of paper all necessary details in 
separate components of the claim. The 
form further requests certain specific in- 
formation to provide a means of establish- 
ing the feasibility of the vendor’s claim 
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and finally asks for sworn, certified signa- 
tures on the theory that if the claim is 
correct, the vendor should be willing to 
swear to it. 

No separate provision for tool and 
equipment charges has been shown on the 
form and it may be considered vital by 
some to make a separate provision for 
this. The remarks column in Chart 2 is 
intended to provide a means for the vendor 
to explain any tool or equipment charges 
he might have. 
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work in process, and finished goods in the 
plant involved in the claim. They also 
see that these products are segregated and 
put into a storage area over which they 
have absolute control, until final dispo- 
sition of the claim. 

The factory accountant accumulates all 
the in-plant charges, using a check list of 
items which includes inventory costs, tools, 
die and equipment costs, uncompleted or 
unamortized special charges of any kind, 
and translates this into a claim on the 


CHART 1: FLOW CHART SHOWING PROCEDURE FOR DETERMINING 
CANCELLATION COSTS 


Customer 


ome Cancellation Notice 


Ss Gilli 


It is believed to be a reasonable promise 
that with the support to the claim that 
this form gives, there should be an ade- 
quate basis for prompt acceptance of total 
claim or adequate basis for government 
audit in prompt acceptance of the claim. 


FACTORY ACCOUNTING 


The factory accounting division has the 
following two important functions to per- 
form: (1) the accumulation of all in-plant 
charges and (2) the physical check and 
control of all inventories involved in the 
claim. 

Immediately upon receipt of the notice 
of cancellation from the sales department, 
the factory accounting department takes 
a physical inventory of all raw materials, 


Vendors 


Factory 
Accountant 


Production 
Control 


Reviev 


cancellation statement form furnished to 
him by the purchasing department. It is 
the factory accountant’s definite responsi- 
bility to see that every component of in- 
plant charges is included in the figures 
submitted. 


CANCELLATION CONTROL 


The cancellation control division is es- 
tablished in the general accounting divi- 
sion because this division will be required 
in the final analysis to act as a collection 
department and as a disbursement depart- 
ment, and to contact both customers and 
vendors when the claim is settled, because 
the general accounting department will 
also directly enter into any audit that is 
made. 
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When the cancellation control division 
receives its notification from the sales 
department, a serially numbered folder is 
promptly set up for all information per- 
taining to the claim. All vendors’ claims, 
as soon as received, are cleared through 
the purchasing department to the cancel- 
lation control division, which checks them 
for accuracy and indicates their receipt 
on its copy of the cancellation register. 
They are then filed in the cancellation 
folder until all vendors’ claims shown on 
the register have been accounted for. 


Follow-up 


The cancellation control division then 
functions as the follow-up on the pur- 
chasing and factory accounting depart- 
ments in order to get claims completed as 
quickly as possible. 

Since the cancellation control division is 
the clearing house for all information per- 
taining to a cancellation from its receipt 
until its final disposition, a follow-up regis- 
ter is maintained.* This serves to indicate 
the progress of each cancellation and pre- 
sents an over-all picture of all cancella- 
tions. 

The cancellation control division also 
prepares a summary sheet for each folder, 
and when all claims are in, presents the 
entire folder to the board of review for 
final approval. 


BOARD OF REVIEW 


The board of review consists of the 
president, sales manager, purchasing agent, 
comptroller and plant manager. The com- 
plete claim file is presented to them by the 
cancellation control division with a sum- 
mary of all charges both from vendors and 
“in-plant.” It is the responsibility of this 
division to make a final review and ap- 
prove or disapprove the claim. If dis- 
approved, the claim goes back to the can- 
cellation control division with recommen- 
dations or questions. If approved, the 
claim is transmitted to the customer 
through the sales department. 


TRANSMITTAL TO CUSTOMER 


When approved, the file is sent to the 
sales department with all necessary in- 
formation to permit presentation of the 
claim to the customer. The sales depart- 
ment immediately writes a letter of trans- 
mittal to the customer, attaching the com- 
plete claim. 

A copy of this transmittal letter is put 


1Information posted on this form includes: 


Cancellation number Date vendors claims com- 
Customer 
Contract number 


tem 
Date collected 
Date of journal entry Date assigned 
Date purchase register re- Date transmitted to cus- 
ceived tomer 


lete 
Date in-plant charges re- 
ceived 


Date presented to board 
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CHART 2: CANCELLATION FORM USED BY OHIO RUBBER COMPANY 


WORK IN PROCESS ON HAND 


Pom 053 
CANCELLATION STATEMENT = 
(PLEASE RENDER THREE (3) COPIES) 

Prorchase Otdte No fee nao he oe enn 

Bea tia ah ee Nine eh Compasgh Eo es oe 
The Ohio Rubber Company ee Ss, ak a 
Ben Hur Avenue Sl eee 

AS OF 


Willoughby. Obio 


PART NAME OR DESCRIPTION 


QUANTITY 


TOTALS | 


Ciakert Date of Trreiastion) 


Attn.: Purchasing Depe. 


SCRAP ON HAND 


Gentlemen: 


The undersigned, being a duly qualified officer of ssid Company and being authorized to sign for said company. do 
hereby certify that the following is a true and accurate physical count of all materials and/or tools in our possession ap- 


plicable to above Purchase Order as of date of termination with The--._-.------ : that 
(lasert either The Oto Rubber Ca er your Contractor) 


the following representations are made in otder to obtain payment from the Ohio Rubber Co. or from our Contractor) 


SECTION I 


PART NO. | 


PART NAME OR J___ PART NAME OR MATERIAL SCRAP | SCRAP 


TOTAL § 


[_ouanniny _|_unir nice | coer 


SECTION III 


eon anawnw tn = 
re 
° 
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UC Ue) ee SAS ae 8 Ee ee aa eee ee ee Pee eee 


(b) Burden 


10. If you use standard costs what % is standard over / under actual?. 


Co. material: | 


SECTION II the sum of Part II, A-B-C-D is___ 
————— 
soventey 4. Remarks: 
A RAW MATERIALS ON HAND NOT RETURNABLE FOR CREDIT AND COMMITMENTS WHICH CANNOT BE CANCELLET, 
SPECIFICATION ox | DESCRIPTION FROM WHOM PURCHASED | Dita Lon UNIT Price] TOTAL csr 
° 
| oats 
————— 
B COMPLETED PARTS ON HAND 


PART NAME AND DESCRIPTION 


TOTAL & 


——— 


1over> 


Front 


in the cancellation folder, as part of the 
permanent file. 


ACCOUNTING 


Since the accounting for claims involves 
special considerations, the following en- 
tries are proposed. As soon as a claim is 
submitted to the customer, a journal entry 
setting up the total amount as a “claim 
receivable” will be made. The customer is 
not billed at this point because the claim 
has not been finallly approved by him. 
The other half of this entry will be in three 
parts. 

1. Inventory accounts will be credited with 

the cost value of the claim. 


2. Profit on the claim will be set up in a “de- 
ferred credit” account. 


3. Vendors’ claims, which will be owing, will 

be set up in ‘‘claims payable.” 

Upon approval of the claim by the cus- 
tomer, formal billing will be issued to the 
customer. This will be set up as a regular 
“accounts receivable” and credited to 


(Section II has been shortened in reproduction) 


“sales.” A journal entry will also be made 
charging “cost of sales” with the factory 
cost, crediting “claims receivable” with the 
full amount of the claim and charging 
“deferred credits” with the profit. 

Similarly, vendors’ claims will be trans- 
ferred from “claims payable” to “accounts 
payable,” and credit memoranda will be 
issued to vendors for the approved 
amounts of their claims. 


AUDIT 


From a mechanical standpoint, it is be- 
lived that any subsequent audit will be 
simplified because all claim papers pertain- 
ing to a particular cancellation will be per- 
manently bound in a folder. 

It is also felt that by actually taking 
physical control of inventories involved in 
the claim, there will be no difficulty in 
producing them for audit or shipment at a 
future date. 


In outline, the system should be appli- 


1. Last three shipments to The Obio Rubber Co.: 1. 


3. The total amount of our Claim against The . 
Ohio Rubber Co. on this Cancellation, being 


2. Last three shipments received of Obio Rubber 8° ——--------— nn nn oncom anes 


(Notary Public) 


Reverse 


cable to almost any company that will 
sooner or later be confronted with contract 
termination. In some instances, it will be 
found that your customers will request 
that you submit your claim on their forms. 
In that case, the elements of control may 
still be followed, the only difference being 
in the final submitting of your claim. 


In any event, there will have been es- 
tablished these six positive controls. 


1. A central clearing section for all informa- 
tion to and from customers. 

2. A central clearing section for all informa- 
tion to and from vendors. 

3. One authority and responsibility for all 
in-plant charges. 

4. A control for assembling all claim charges 
and consolidating in one place all informa- 
tion relative thereto. 

5, A final review of each claim by top manage- 
ment. 

6. A separate accounting method to segregate 
claims due to cancellations in the balance 
sheet and to hold them separate until 
finally paid. 
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Post-cancellation Employment 


HE immediate and widely publicized 
results of the cancellation of Navy 
orders at the plant of the Brewster Aero- 
nautical Corporation in May led Tue 
ConFERENCE Boarp to attempt to ascer- 
tain in approximate fashion how serious 
the employment problem might be at its 
worst with complete and immediate can- 
cellation of all government war contracts. 
Of over one hundred companies giving 
their opinion on this point, thirty-seven 
indicated that complete cancellation would 
necessitate employment cutbacks of 50% 
or more and twenty-four others thought 
that they would be able to employ at the 
lowest or worst point in the reconversion 
period considerably less than their pres- 
ent labor force. All employees could be 
retained by thirty companies, and twelve 
executives indicated that they would wel- 
come an easing in the employment situ- 
ation as an opportunity to increase their 
labor force. 

The most serious reconversion reduc- 
tion in employment is anticipated in elec- 
trical equipment, heavy machinery and 
metal products, but executives in the last 
two of these industries suggested that the 
reconversion period would in most cases 
be of comparatively short duration. Ma- 
jor industries which would definitely hope 
to increase their employment immediately 
upon the resumption of peacetime produc- 
tion included chemicals, construction 
equipment, foundries, rubber manufactur- 
ing and mining. 


PRODUCTION THE KEY 


One commentator gives his opinion 
that, in general, high-level employment 
is a secondary problem. “To my mind,” he 
writes, “most people are overlooking the 
fact of primary importance and replacing 
it by consideration of the matter of em- 
ployment because that impinges upon both 
our human and our political sympathies. 
There are very few industries which can 
go on indefinitely and give employment 
to individuals regardless of the inclination 
of the masses of our population to pur- 
chase the products of industry. Therefore, 
continuity and volume of employment are 
dependent upon consumer demand. This 
is, of course, all very elementary, and is 
thoroughly understood by every economist 
and every businessman, but in the effort 
to provide for employment after the war 
it seems to me that the thinking is direct- 
ed too much on how many men can we 
keep at work rather than on how much 


business are the people of this country 
going to place with the manufacturers.” 

The inevitability of some unemployment 
during the transition period is commented 
upon by another executive. “If the period 
does not extend too long,” he says, “I 
cannot see where this is going to work any 
particular hardship on employees who are 
deprived of employment temporarily. 
With the amount of wages which employ- 
ees have received during the war period, 
they must have a tremendous amount of 
money in savings banks and, in addition 
to this, they will receive unemployment 
insurance. This should amply take care 
of them until such time as business has 
had a chance to reconvert to peacetime 
production and, also, to reemployment.” 


Another correspondent declares: 


“Unless there is a change in think- 
ing among a great part of the American 
people—and I refer to many other 
groups besides those who are commonly 
called the factory workers—we are cer- 
tainly in for plenty of trouble. Appar- 
ently altogether too many people feel 
that the war is merely an opportunity 
for them to make a big weekly pay 
check. I would fully concur in any pro- 
gram which will ease the change from 
war work to peacetime work but I doubt 
if any program will be effective unless 
in some way a change in this type of 
thinking can be brought about.” 


Still another who thinks that “undue 
emphasis has been given to the Brewster 
‘sit-in’ strike,” states his belief that it is 
not “at all typical of the labor force gen- 
erally. There are some areas where em- 
ployees have been spoilt by excessive wages 
and where the adjustment to more reason- 
able peacetime standards may cause tem- 
porary dislocations.” 


“GRADUAL” TERMINATIONS 


It was generally considered that war 
production should not be continued any 
longer than necessary, but, wherever pos- 
sible, that terminations should be gradual. 
“Whenever possible, our military contract- 
ing officers,” writes one executive, “should 
engineer a termination like Brewster on 
a gradual basis,” a procedure that “would 
allow both employers and employees to 
adjust themselves more easily.” 

But this same executive also states his 
belief that “labor must realize that it is 
not economical for either industry or the 
government to continue to operate plants 


or employ labor for the manufacture of 
articles that are no longer needed. This 
procedure would be not only a waste of 
critical materials, but also of manpower.” 

“I personally believe,” writes another 
executive, “that widespread termination 
immediately after the end of hostilities is 
quite likely to be a very serious problem 
because of the political aspect. There 
seems to be a possibility that a surplus 
or needless production of war materials 
might be continued in varying degrees and 
amounts, which would be bad from the 
strictly economic standpoint and costly to 
the taxpayers. It is earnestly to be hoped 
that the government will not be forced 
into any considerable program of such un- 
economic production at a time when a 
large production of peacetime goods will 
be needed as rapidly as possible.” 


LABOR RELATIONS ASPECT 


Two constructive suggestions were re- 
ceived as to the possibility of avoiding 
any recurrence of misunderstandings, on 
the part of labor, through definite pro- 
grams by government and management. 


The first: 


“It requires no great stretch of the 
imagination to give birth to the thought 
that misunderstandings are certain to 
occur if management neglects to keep 
its employee body fully informed of 
the very possible, and from some time 
back probable, cancellation of produc- 
tion orders for such units, owing to the 
favorable progress of the allied nations 
in this world war. 

“But management, following the urg- 
ings of the government, is saying quite 
forcefully that production must greatly 
increase, while it is probable that very 
little has been said to prepare the em- 
ployees to expect cancellation of orders. 

“Management must prepare the em- 
ployee body for that very eventuality in 
exemplification of good understanding 
and harmony.” 


The second: 


“I must confess industry has very 
little control in its own hands for pre- 
venting a rather disturbed situation in 
labor; control is almost entirely with the 
procurement officers of the various 
services. If contractors and subcon- 
tractors could be notified confidentially 
thirty to ninety days before possible 
cancellations, a tremendous gain could 
be made, on two counts: 
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“1. Readjustments could be started 
looking forward to conversion of labor 
itself to occupations other than they 
are now engaged in; or they could be 
transferred directly to peacetime work 
and thus avoid a good deal of unemploy- 
ment, or at least cut down the period of 
unemployment. 


“Q. Such confidential notification 
would enable the contractor to taper 
off his production and thereby minimize 
the volume of claims at the time of ac- 
tual termination.” 


HOLDING EMPLOYEES 


Some companies are considering creat- 
ing work or carrying old employees through 
the worst of the reconversion period. An 
executive of one of these companies reports: 


“Tt is our intention to create as much 
work for our employees during the re- 
conversion period as we can. We shall 
deliberately manufacture more tools 
than there is a demand for, so that we 
can maintain intact as much of our 
working force as we possibly can. We 
do not believe it possible to sketch in 
more clearly the details, for our ability 
to create work and the extent to which 
we shall be able to pursue this objective 
will depend on too many factors over 
which we have no control. To be more 
specific, we will be influenced by the 
speed of the reconversion of those com- 
panies using our products, the amount 
of liquid funds we are able to retain 
after renegotiation, the atmosphere in 
which we shall do business in the post- 
war period, and a host of other factors.” 


Another writes: 

“We are weighing the possibilities of 
carrying a portion of our direct labor 
force even though there is no work, for 
at least a short period of time. The only 
people who would be carried along would 
be those old-time employees who have 
stayed with us and whom we would 
naturally want to look after. Definite 
company policy along this line has not 
yet crystalized, and is as yet only in 
the tentative stages.” 


Other significant excerpts from replies 
on the subject of transition employment 
are given below. 


Automotive Equipment: Current Em- 
ployment Far Above Normal 


“We could commence production at 
once and reach normality within three 
months. The lowest percentage of em- 
ployees will probably be 50%. However, 
this would be a 40% increase over our pre- 
war figure.” . . . “We can commence pro- 
duction of peacetime goods« within sixty 
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to ninety days after receipt of firm orders, 
dependent upon steel deliveries.” : 
“We expanded our labor force five times 
from 1939 to 1944. We probably cannot 
retain more than our 1939 labor force.” 
. + . “About 20% of our war production 
is along the same line as our peacetime 
production and these items are ready for 
peacetime production any time. The re- 
mainder can be converted so that we can 
operate on a 40% basis in sixty days and 
a 100% basis in six months. We shall 
employ about 20% of our present force at 
at its lowest point in our reconversion 
period.” 


Will Need More Men 


_ “We do not contemplate any reduction 
in our present labor force. During the 
temporary lull we will have opportunity 
to build up our inventories.” .. . “We are 
running on short labor now and could use 
more labor after the war.” . . . “Assuming 
a complete cancellation of all government 
war contracts, we could resume peacetime 
production in a matter of days, and we 
could be up to normal capacity inside a 
month. Even at the worst, we should re- 
quire 90% of our present employees.” 


“During the first year after the war we 
should be operating at a higher rate of 
capacity than before the war but less than 
at present.” .. . “We will suffer no delays 
when our war contracts are ended. We ex- 
pect to be able to employ practically all of 
the 75% of our employees now on war pro- 
duction on consumer production because 
of low inventories and new products.” . . . 
“Tf we can receive raw materials fast 
enough, we can be back into full produc- 
tion in thirty to sixty days. We will need 
all our present labor force during the re- 
conversion period and will hire additional 
men just as fast as materials can be re- 
ceived for them to work on.” . . . “Re- 
suming normal production might take us 
from six to nine months and getting to 
normal capacity might take us a year. We 
expect to keep all our labor force.” 


Chemicals: 


Construction Materials: No Recon- 


version Problem 


“We can commence production of peace- 
time goods at once and can reach normal 
capacity in the same average length of 
time it will take industry on the whole to 
convert. In the worst of the reconver- 
sion period we would employ possibly 60 
per cent of our present labor force.” . . . 
“If the government canceled all its con- 
tracts with us today, we could com- 
mence peacetime production tomorrow and 
operate at capacity immediately. We 
could give all our labor force employment, 
and could take on additional men.” 

“Our entire output could be turned over 
to peacetime usage just as soon as orders 
were received. We could give employ- 
ment to our entire force although some of 
the men would have to be released in or- 
der to take back those now in the Armed 
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Forces.” . . . “Normal capacity is avail- 
able at once.” . . . “Our company is ready 
now to begin operating at its normal ca- 
pacity.” .. “We could immediately 
begin peacetime production of goods and 
there would be no delay in approximat- 
ing normal capacity. We do not an- 
ticipate any great change in our total 
employment figures.” . . . “We think our 
normal capacity would be immediately 
absorbed by civilian requirements for re- 
placement materials, At the lowest point 
of reconversion period, we could give em- 
ployment to 75% of our present labor 
orce.” . . . “We could probably be on 
full-time, normal peacetime capacity with- 
in ninety to 120 days and ought to be 
able to absorb our present forces.” . . . 
“It will not take us long to reach norma 
capacity, providing business is available. 
We can keep our present labor force, pro- 
viding a share of the men are willing to be 
transferred to other departments.” 


Electrical Equipment: 


Sharply Re- 
duced Employment 


“Our production under various govern- 
ment war agency controls has paralleled to 
a great extent our normal business. With 
the removal of all controls on the purchase 
of raw materials, our greatest problem will 
be to find the proper merchandise on the 
open market and get it into our factory. 
We expect to employ all-our labor force.” 
. . . “We would be able to take care of 
our normal production with approximately 
75% of our present employees. However, 
since our market is new power plants and 
the war has required so many new ones, 
we expect to see few built after termina- 
tion. We will probably, therefore, not em- 
ploy as many men as before the war.” 


“Approximately five to seven months 
will be required for reconversion, and nine 
to twelve months to reach our normal ca- 
pacity, At the lowest point, we expect 
to employ approximately 50% of our pres- 
ent labor force, which is only about one- 
half of normal.” . . . “We could reach our 
prewar normal capacity within — six 
months. At the lowest point, we could 
provide employment for about 50% of our 
present labor force.” . . “We will be 
able to commence production of peacetime 
goods within ninety days and to reach 
normal prewar capacity within another 
ninety days. At the lowest point, we will 
be able to employ approximately 50% of 
our present labor force.” . . . “We could 
start production in thirty days and reach 
normal capacity in three months. At the 
worst point, we would employ one-third of 
our labor force.” . . “We could start 
production of peacetime goods immediate- 
ly, but it would take four to eight months 
for our company to reach normal capacity. 
We would only be able to give employ- 
ment to approximately 33 1/3% of our 
present labor force at the lowest point.” 
... ‘We could be turning out apparatus 
in considerable quantity in approximately 
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ninety days. Assuming 1940 as our nor- 
mal capacity, we ought to be operating at 
capacity within seven months. We would 
have to cut our working force down about 
one-third and might have to cut to 25%.” 


Food: No Dislocation as Result of War 


“Our products are the same as before 
the war.” .. . “Cancellation of contracts 
will merely mean a larger supply of our 
products for domestic consumption.” . 
“Our company has practically no conver- 
sion problem and there should be no dis- 
location of labor.” . . . “We will merely 
market the same products through civilian 
channels.” . . . “We should reconvert im- 
mediately and employ 100% of our pres- 
ent labor force.” . . . “We could reach nor- 
mal capacity without any delay whatever. 
We estimate that we could maintain our 
present labor force 100%.” 


Foundries: Production Dependent on 
Orders 


“We are manufacturing the same ma- 
terials as we did in peacetime. The entire 
industry is so far behind in deliveries that 
cancellations will not be a problem.” .. . 
“Since our products and our customers 
are largely the same as before the war, 
we do not anticipate any reconversion 
problem.” . . . “We will not experience any 
substantial burden in getting into peace- 
time production.” . . . “The important 
factor would be the length of time re- 
quired for our customers to be in a posi- 
tion to place orders with us. At the low- 
est point, we would be able to give em- 
ployment to our present force and perhaps 
an additional 25%.” . . . “We could be at 
normal capacity immediately if necessary 
orders were received, and employ 100% 
of our present force.” .. . “We will have 
to reconvert our plant to peacetime use 
by shrinking it to one-third of its present 
size. The lowest production that we can 
conceive of immediately after the war will 
be about 20% of our present production, 
or about one-half normal prewar produc- 
tion.” 


Heavy Machinery: Will Make Quick 
Change-over 


“We could reach normal capacity imme- 
diately and use 100% of our present la- 
bor force or more if materials are avyail- 
able.” . . . “We should probably reduce 
our present 55-hour work week, perhaps to 
our’ normal forty hours. We should reach 
normal capacity within a month and ex- 
pect to use all our labor.” . . . “Dependent 
upon the quantity and quality of skilled 
labor we can recruit, we estimate from 
three to six months to reach normal ca- 
pacity.” . . . “Upon complete cancellation 
of government war contracts, there would 
be little change in our operations and 
probably no decrease in our employment.” 
... “It will take us six months to reach 
capacity. We can keep practically all our 
present employees.” .. . “We would proba- 
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bly experience only such slight delay as 
would be necessary to make contact with 
prospective buyers.” . . . “As we are mak- 
ing peacetime goods in most our lines 
for government use, it would take very 
little time for us to convert. A complete 
change-over, including the manufacture of 
machinery necessary to keep to the regu- 
lar requirements, could be accomplished in 
four to six months. We would not expect 
to lose more than 10% of our labor during 
this period.” . . . “Within: thirty days of 
cancellation we should be able to con- 
vert to normal production and reach ap- 
proximate capacity in about two months.” 


“Under the worst possible conditions, we 
could give employment to approximately 
75% of our present labor force.” . . . “Nor- 
mal capacity will depend upon rebuilding 
our sales force, which we figure will take 
a year, and upon the amount of surplus 
dumped into our market. At the lowest 
point, we could retain approximately 50% 
to 60% of our labor force.” . . . “We could 
resume peacetime production at once and 
reach capacity in sixty days. At the worst 
point, we could employ 50% of our present 
force.” . . . “We would be in a position 
to begin work on our standard products 
in thirty to sixty days after cancellation. 
Reaching normal capacity would depend 
entirely upon the volume of business. After 
government cancellations there will proba- 
bly be a period of adjustment extending 
over many months before a normal de- 
mand for our products develops. Our pres- 
ent labor force would probably not be re- 
duced over 50%.”’. . . “If the demand were 
there, we could equal the best prewar year 
in four months. As a wild guess, we 
might retain 40% of our present labor 
force at the lowest point, discounting a 
two- or three-week period of rearrangement 
of tools and equipment.” . . . “Our post- 
war volume will depend largely on how 
fast the contracts of our potential custom- 
ers are terminated. We believe our vol- 
ume will drop to 25% or 30% of capacity, 
which will mean a drop of approximately 
30% to 40% of present hours.” .. . “We 
will be able to commence production of 
peacetime goods just as soon as we can 
obtain materials. We should reach peace- 
time capacity in six to nine months. At 
the lowest we would retain from 30% to 
40% of our present labor force.” . . . “Be- 
cause our war contracts cover the manu- 
facture of our standard peacetime prod- 
ucts, we shall be able to produce civilian 
goods immediately if government termi- 
nation procedure will allow immediate use 
of inventories.” . . . “If ample material is 
available, we could approach normal ca- 
pacity, or exceed it, within four months. 
At the worst, we should probably keep 
25% of our present employees.” 


Machine Tools: 


Little Change in 
Product 


“Resumption of a peacetime manufac- 

ture does not involve any change in prod- 
” iis . . 

uct.” . . . “Our company will continue to 


may drop 331/3%.” . 
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make our standard product after the war 
because we have large orders from Russia 
which will require several years to exe- 
cute.” .. . “It will take from three to ten 
months for reconversion and upwards of 
a year to approach normal capacity. Em- 
ployment during the reconversion period 
. . “We will have 
to close down for at least one month in 
order to segregate our inventory. After 
this we could reach normal capacity with- 
in four months provided we had peacetime 
orders. We should be likely to employ two- 
thirds of our present labor force.” . . . “Our 
problem is one of readjusting ourselves to 
new conditions. Our labor force will proba- 
bly drop at least 50%.” . . . “We could 
reach normal capacity in three or four 
months. At the worst point we would re- 
duce our working force to about 20% of 
the present number, but our present em- 
ployment is almost 400% above normal.” 


Metal Products: 


“Our products are immediately appli- 
cable to peacetime conditions.” . . . “We 
could change over immediately and expect 
to employ our entire present labor force 
depending on general business conditions.” 
... ‘Our volume would be determined to 
a large extent by the attitude and activity 
of the steel industry.” . . . “We can start 
manufacture of civilian goods at once. We 
have been supplying our former clients 
with war material, as a subcontractor, and 
when these companies change from war to 
civilian business, we should get enough 
business to operate at normal capacity.” 


“At the worst point we expect to keep 
all of our present labor force but probably 
on part time.” . . . “Our normal capacity 
should be attained immediately and we 
expect to maintain our present labor 
force.” . . . “It will take from two to 
three weeks to commence peacetime pro- 
duction and from two to three more weeks 
to reach normal capacity. At the lowest 
pomt we would probably reduce opera- 
tions to one shift, hoping to absorb all 
the people.” . . . “Our postwar normal will 
probably be 50% greater than 1940 and we 


shall reach it in approximately twelve 
months.” 


“It will take us three months to 
reach normal capacity. At the worst point 
we could employ approximately 75% of 
the present labor force.” . . . “We believe 
that we would be able to commence pro- 
duction of certain peacetime goods within 
thirty days, and reach normal capacity in 
another ninety to 120 days. At the lowest 
point we could employ approximately 60% 
of our present labor force.” . . . “Normal 
capacity should be reached within ninety 
days. We should be able at the worst to 
employ 50% of our present labor force, 
which will be a few more than we had 
before the war.” . . . “We would be able to 
commence peacetime production immedi- 
ately, allowing four to eight weeks to ob- 
tain materials. Normal capacity could be 
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reached in about two or three months. 
Our present labor force would be cut 50% 
during the reconversion period. Future 
employment would depend upon orders.” 

.. . “We could commence peacetime pro- 
duction in approximately three months, 
and reach normal capacity in fifteen to 
eighteen months. We should expect to em- 
ploy 50% of our present labor force.” ... 
“Assuming complete cancellation, we should 
be able to commence production in two to 
eight weeks, and reach normal capacity 
within three months. At the lowest point 
we would have work to occupy probably 
half of our entire force.” 

“We could commence peacetime pro- 
duction almost immediately depending 
on the demand. We could _ proba- 
bly reach normal capacity very shortly. 
We would be able to carry on with ap- 
proximately 40% of our present force, and 
under the worst conditions it may be that 
we will employ approximately 25%.” 

_ “We could commence peacetime produc- 
tion in sixty days, reach normal capacity 
in eight to twelve months, and employ 
30% of our present labor force at the 
worst point.” . . . “It would take at least 
one month to commence peacetime pro- 
duction and at least two months more to 
reach normal capacity. At the worst point, 
we could give employment to only 30% 
of our present force.” .. . “After cancella- 
tion of war contracts it would take us two 
to three months to commence peacetime 
production and one month more to reach 
normal capacity. While these changes are 
taking place we will use approximately 
25% of our present labor force.” 


Mining: Current Manpower Shortage 


“Production will probably drop 25% 
or 30% after the war. We will probably 
drop back to five days a week and cut 
out overtime.” . . . “Our only problem will 
be to enlarge our capacity when restric- 
tions on materials either cease or are light- 
ened.” . . . “We are now unable to operate 
any of our mines at full capacity owing 
to the shortage of manpower. When man- 
power becomes available, we will resume 
full production.” 


Nonferrous Metals: No Production 


Changes 


“Some reduction of our present labor 
force may prove necessary.” . . . “We can 
reach capacity at once, and expect to em- 
ploy about 70% of our present force at 
the lowest point.” . . . “Reaching normal 
capacity would be controlled by the 
amount of peacetime orders. At the low- 
est point, about 30% of the present labor 
force could be employed.” 

Office Equipment: Widening Oppor- 
tunities 


“We could commence production imme- 
diately, reach capacity in three to six 
months, and continue to employ all of our 
present labor force.” . . . “The transition 
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period should offer sufficient opportunity 
in our field to provide 100% maintenance 
of our present labor force.” . . . “Attain- 
mg normal capacity depends on getting 
government-owned facilities removed from 
our plant, obtaining a sufficient number of 
employees, and maintaining an even flow 
of the necessary materials. A fair guess 
would be six months. We should be able to 
employ 60% to 70% of our present labor 
force.” . . . “It would take from six to 
eighteen months to reach normal peacetime 
capacity. Under the worst conditions, we 
should retain about 50% of our present 
employees.” . . . “Normal production ca- 
pacity should be reached within sixty days. 
We should give employment to at least 
50% of the present force during the low- 
est point in the reconversion period.” 


Paper: No Serious Problem 


“The paper industry in general has had 
few government war contracts and prac- 
tically no conversion—we shall, therefore, 
experience little difficulty in shifting back 
to normal peacetime operations.” .. . 
“Termination day will not seriously affect 
the manufacturers of paper.” . . . “We 
would reach or exceed normal capacity 
within a period of weeks and could give 
employment to our entire present labor 
force.” . . . “We should be able to operate 
at normal capacity immediately and em- 
ploy our normal labor force.” . . . “No 
reduction in labor force is anticipated.” 
. . . “At no time should we employ less 
than 80% of our present personnel.” 


Railroad Equipment: Demand a Vital 
Factor 


“Capacity production of peacetime prod- 
ucts would depend solely upon demand.” 
. .. “We could probably reach normal ca- 
pacity just as rapidly as orders require. 
At the lowest point, employment should 
not be under 50% of the current figure.” 
. . . “We will have to close down those 
sections of our plant engaged in war con- 
tracts and liquidate the work in process. 
We shall naturally have to dispense with 
many of our employees who have been 
engaged in war contracts, which will ap- 
proximate 30% or 40% of our labor 
force.” 


Rubber: Need More Labor 


“We could commence production of 
peacetime goods within two or three weeks 
after complete cancellation, and reach our 
normal capacity within a few weeks after 
starting.” . . . “Only a shortage of material 
or labor would prevent us from producing 
at normal capacity within twenty-four 
hours. We could give employment to 200% 
of our present labor force.” . . . “It will 
take approximately ninety days to reach 
normal capacity. We will need more man- 
power.” . . . “Our production now is equal 
to normal capacity, but with additional 
labor we would increase.” . . . “It would 
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take us ninety to 120 days to approximate 
normal production. At the lowest point, 
we could give employment to 50% of our 
workers.” 


Shoes and Leather: Little Delay 


“We produce shoes in the same volume 
as in years gone by, with about the same 
number of people.” . . . “We do not expect 
much delay in returning to peacetime pro- 
duction. We expect to employ our present 
force fully, but perhaps not on more than 
a 40-hour basis. We have been running 
50 hours a week steadily since early in 
1941.” .. . “We can build up our normal 
production in thirty or sixty days. Assum- 
ing the worst conditions, we could proba- 
bly give employment to at least 80% of 
our present working force.” 


Steel: Change-over Secondary Problem 


“Our main problem is the reconversion 
of our customers and it has been estimated 
that it would take them from six to nine 
months.” . . . “We could keep right on 
going at capacity and convert at the same 
time on one or two weeks’ notice.” . 
“We shall be entirely dependent upon or- 
ders from fabricators.” . . . “We could 
continue giving full employment to our 
people.” 


Textiles: No Serious Problem 


“We could commence peacetime pro- 
duction immediately. We do not have an 
equipment conversion problem.” . . . “We 
could be pretty well started on production 
by the end of three months. Assuming we 
have the labor and the raw materials, we 
would be up to capacity in six months. 
We should be able to use all the labor we 
now have.” . . . “We could commence 
peacetime production immediately, if we 
get synthetic rubber, and reach normal 
capacity in three months. We should be 
able to employ 100% of our present labor 
force.” . . . “Our normal capacity can be 
reached immediately and there will be no 
reduction in our labor force.” . . . “Any 
cancellation is immediately replaced by 
civilian production, with no reduction in 
maximum operating capacity and no 
change in employment.” . . . “Assuming 
the elimination of raw material control, 
the speed with which we could expect to 
reach normal capacity for peacetime pro- 
duction will depend on the labor supply. 
At the worst point, we could employ all 
of our present labor force.” . . . “Assuming 
civilian demand continues, it should not 
take over five or six weeks before the mills 
are completely reconverted. Employment 
would not decrease at all through recon- 
version.” ... “We have very few govern- 
ment contracts which are different from 
civilian requirements. Our reaching nor- 
mal capacity is dependent mainly on 
reaching our old complement of help.” 

“We could reach capacity in about 
four weeks and employ all of our present 
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labor force.” . . . “After war contract 
termination we estimate that it will take 
us six months to reach our normal ca- 
pacity. We do not visualize any reduction 
in our labor force at any point during the 
conversion period.” . . . “We anticipate 
no conversion problem. We hope to ab- 
sorb into civilian operations at least 90% 
of our present labor force and, if possible, 
100%.” . . . “We should be able to give 
employment to about 60% of our present 
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labor force if all of our government con- 
tracts were canceled and our civilian busi- 
ness remained the same.” ... “It would 
take us, with present multiple shifts, a 
minimum of a month, and two and one- 
half months if we employed one shift, to 
run the process through and out of the 
mill, before we are able to replace war con- 
tracts with peacetime goods. Then it 
might take us from two to five months 
to reach normal capacity. At the lowest 


July, 1944 


point we might employ a minimum of 50% 
of our present forces.” . . . “We should 
be commencing production of peacetime 
goods within two weeks after cancellation 
and reach normal production in about six 
weeks. About 50% of our people should 
be out not more than two weeks, 25% 
four weeks, and then all should be re- 
employed.” 
Cuype L. Rogers 
Division of Business Practices 


Inflationary Trends in Latin America 


HE wartime rise in both prices and 

the note issue in most countries of 
Latin America has been definitely less than 
in Axis Europe, but appreciably more than 
in the British Commonwealth and the 
United States. 

Although the note circulation has ex- 
panded considerably more than either 
wholesale prices or the cost of living, the 
disparity in most Latin American countries 
has not been nearly so great as in either 
Axis Europe or the United States and the 
British Commonwealth. 

The smaller price rise in the British 
Commonwealth and the United States in 
the face of their great war mobilization is 
explainable primarily in terms of the great- 
er effectiveness of their anti-inflation meas- 
ures and, supporting those measures, the 
more effective organization and integra- 
tion of their economies in general. The 
economies of Axis Europe may perhaps 
have been as well organized initially as 
those of the British Commonwealth and 
the United States. The greater strain of 
the Nazi war effort relative to the re- 
sources that could be drawn on, however, 
and the ruthlessness of the Nazi demands 
on their “allies” and conquered countries 
have resulted in a higher degree of 
actual inflation than in Latin America, al- 
though its extent is partly concealed by 
the failure of the price indexes to reflect 
the black markets. This situation may 
easily become extremely inflationary in the 
event of a Nazi collapse and a breakdown 
of economic controls. 


ECONOMIES LESS ADVANCED 


The smaller spread between the rise in 
note circulation and in commodity prices 
in most Latin American countries is essen- 
tially a measure of the less-advanced char- 
acter of their economies. The economical- 
ly more-advanced and_better-organized 


1The present study is the third of a series on inflationary 
trends abroad. The first, “Inflationary Trends in Axis 
Europe,” appeared in The Economic Record for Decem- 
ber, 1943, p. 367, and the second, “Inflationary Tendencies 
in the British Commonwealth,” in The Economic Record 
for March $1, 1944, p. 9. 


countries of Europe and elsewhere have 
been relatively successful in preventing 
their deficit financing and war spending 
from being translated into correspondingly 
higher prices in the classical pattern of in- 
flation. In the absence of adequate ma- 
chinery for thorough-going economic con- 
trol, measures in Latin America have not 
been sufficient to block a rise in prices 
closely paralleling the increase in the sup- 
ply of money. 


DIFFERENT BREEDS OF INFLATION 


Behind these differences in the wartime 
records of the three groups of countries are, 
of course, differences in the basis of their 
inflation problems. All belligerent govern- 
ments are spending far more than they 
raise in taxes. The increase in their money 
supply (note issue, plus bank deposits) is 
largely based on credit in one form or an- 
other, and is thus essentially inflationary.* 

1To the extent that the amounts borrowed by the govern- 


ment (on which part of the money supply expansion is 
based) represent funds that otherwise would have been 


The underlying basis of Latin America’s 
inflation problem differs little from that of 
the active belligerents. However, the orig- 
inal credit expansion is taking place not 
on the initiative and volition of the indi- 
vidual countries, nor indeed within their 
own borders. Instead, the inflationary 
pressure originates in the United States and 
the United Kingdom, and is then trans- 
ferred to Latin America in the form of 
orders for goods for which the purchasing 
countries are not making payment in other 
goods. 

Accordingly, the situation is essentially 
one of greatly increased exports which, in 
the absence of sufficient offsetting imports, 
are in effect being financed on credit—by 
the advances which they are extending in 
the form of accumulating dollar and ster- 
ling balances to the buying countries, the 
United States and its Allies. 
spent by the individual saver, the borrowings are not in- 


flationary, but scprencnt merely a diversion of existing pur- 
chasing power. ly part, hovers: of the borrowings of 


these governments are of this kind. 


Table 1: Wartime Rise in Prices and Note Circulation in Latin America 


Sources: 


Official 


Base Periods, unless otherwise Stated: Wholesale Prices and Cost of Living, January-June, 1939; 
Notes in Circulation, June 30, 1939a 


Index Numbers 


Date of Index Numbers 


Country 

Cost of Notes in Wholesale Cost of Notes in 

ices Living Circulation ices Living Circulation 
Argentina 200p 109 176.1 March 44 | Feb. ’44 | March 44 
Bolivia. oi. seb.) Waee te 3 313 S074 |e eee Dec. ’43 | April 7°44 
Brazil Macau tect) ae ee 128 93376 unt | eee Aug. ’42 | Feb. 744 
Chil ieana ta a ote 195.7 197.6 266.9 Feb. 744} Feb. ’44 | March 44 
Colombiare test (alien 137.1 224 an | eee March ’44 | May °44 
Eouadorss. Sa. celle aay Gt eee B5TATIS AMER EEE pul bea aa Dec. 743 
Peru: ashniacdawt os 210p 157p 809.8 Jan. 744] Jan. °44 |] Feb. 44 
Uruguays aace-jasnlla aaa 111 142.900) PA Feb. 744] Feb. 744 
Venezuela.......... 127° 1086 211.8a | April *44 | Dec. 7°43 | March ’44 
Costa Rica......... 174 161 296.0 April ’44 | April ’44 | April °4 
Ce essa eats | eo er 170pe 290 nada| ar April ’44 | March ’44 
Ls OO eee a actin! Ween tell ic breathy coc 20LSa9i| (pce el) eee Feb. 44 
IMexicols scmanten 183 188¢ : April 7°44 | March ’44 | April 744 
ElSalvador: $:...75.U0 . 22t. ate ape ae PGC Tame Lan all ea April 744 


pPreliminar 


aBase pena Venezuela, notes in circulation, Dec. 81, 1989; Haiti, notes in circulation, September 80, 1939. 


bFood, coal and soap only. 


cFood only. 


y 
dNotes in hands of public only, plus Cuban coins and sil rtificates i i 
eExcludes rent and miscellaneous; includes food, eatieg gede lighting. a Cae Gees 
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Since these foreign balances (and that 
part of the expanded note circulation 
which they support) will presumably be 
liquidated almost automatically by in- 
creased imports and decreased exports 
when the war ends, they involve a temp- 
orary rather than permanent problem 
for the Latin American countries? In this 
respect, they differ radically from the in- 
flationary base that has developed in the 
active belligerents themselves. 


PRICE AND NOTE RISE 


The accompanying chart shows the in- 
flationary trends in those countries of 
Latin America for which data are avail- 
able. The principal measure of wartime 
inflationary pressure—notes in circulation 
—is compared, by countries, with the chief 
indicator of the effect of this pressure— 
wholesale prices (or, where these are not 
available, with the cost of living). A uni- 
form scale and a common base period (the 
immediate prewar period) have been used. 
Table 1 gives the latest index numbers 
for each series shown on the chart (as 
well as the cost of living index, when avail- 
able, in addition to wholesale prices) . 

In every country but one for which 
comparable data are available, the note 
issue expansion during the war years has 
been much greater than the rise in prices. 
In Argentina, the single exception, the 
contrary is true, but most of the price 
rise in that country took place in late 1939 
and in 1941. Measured from January, 
1940, its note issue shows a slightly greater 
increase than prices, and from November, 
1941, before our own entry into the war, 
a considerably larger gain. 

The other chief component of the 
money supply—demand deposits — al- 


1This is not of course to imply that some of the effects 
may not take a considerable time to liquidate. 
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though of far less importance in most 
Latin American countries than in the 
United States and Canada, is by no means 
insignificant. In Argentina, particularly, 
where demand deposits play a consider- 
ably larger part than in most parts of 
Latin America, they have risen a good 
deal more than prices, and very much 
more than the note issue. 

In nearly every country of Latin Amer- 
ica, indeed, the rise in demand deposits 
during the war years has been greater, 
both absolutely and percentagewise, than 
in the note issue. This suggests, in view 
of the relatively restricted ownership of 
such deposits, that the increased funds and 
purchasing power from the wartime export 
expansion have not been widely distrib- 
uted within each country—a situation 
that appears to have contributed to the 
current wave of social unrest throughout 
much of Latin America. 


FOREIGN TRADE 


One of the major factors in the infla- 
tionary picture is the wartime reversal of 
the Latin American trade balance with the 
United States. (See Table 2*.) In place of 
an import surplus that averaged more than 
$40 million from 1938 to 1940, trade with 
the United States showed an export bal- 
ance of $106.0 million in 1941, $259.6 mil- 
lion in 1942 and $490.9 million in 1943? 
The reversal is understated, however, by 
the inclusion of lend-lease shipments, since 
they have consisted only of military goods 
which do not represent an addition to the 


1Unless otherwise specifically stated, “Latin America” 
is considered in this study as Sapo the twenty Latin 
American republics only (as listed in Table 3), and therefore 
as excluding European possessions in Latin America, as 
well as the United States-controlled Panama Canal Zone. 

2As noted in Table 2, “exports” from Latin America are 
actually reported as imports from Latin America in the 
United States trade statistics from which the table was 
prepared, and “imports” are similarly reported there as 


exports, 


Table 2: Total Wartime Foreign Trade of the 20 Latin American 
Republics with the United States 
Source: Department of Commerce 
Millions of United States Dollars 


Country 7p1943 1942 1940 1939 1938 
Latin American exports!.......... 1,309.8 977.5 619.4 517.6 452.9 
Latin American imports? 
AOE ANAS st. Grn Cah a Ge cer nea 726.0 683 .2 682.6 549.0 480.6 
pend ease reek jcvsuesid ie vied oes > 93.0 SAG Ue OS As | Werctercs Ab tern resem | immee ores 
Motallamportsiy cme wee tere. > 818.9 117.9 682.6 549.0 480.6 
Merchandise trade balance 
Cash trade®s: acces et «es +583.9 | +294.2 -63 .3 ~-31.4 -27 .6 
Motalitragescaneciccciic olen «are +490.9 | +259.6 -63.3 -31.4 -27 .6 
Gold and silver trade balance 
Gold 28. seis enacts «sav etece eles +10.2 +79.7 +158.1 +90.6 | +101.7 
Silver iacci secs tee ees as sistas +20.7 +383 .2 +36.0 +37 .4 +48.3 
Total Rinnrnaredtecrsen se nawer st +30.9 | +112.9 +194.1 | +128.0 | +150.0 
Total trade balance* 
S@ashr2 tradetien ices orcs 6 oe +614.7 | +407.1 +130.8 +96.6 | +122.4 
Total trade..........--te«es. | 1521.8 | --372.5 +130.8 +96.6 | +122.4 
1United States general imports. 2United States exports, including reexports. *Total, less lend-lease shipments. 
‘Including merchandise, gold and silver. Prel: 
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local supply of purchasable goods.’ When 
such shipments are excluded, the 1943 ex- 
port surplus on commercial trade is raised 
$93.0 million to a total of $583.9 million. 

The extent to which the reversal in the 
trade balance is owing to an increase in 
Latin American exports to the United 
States is also shown in Table 2. Latin 
American imports from this country in 
1943 were the largest for any of the six 
years except 1941 (before the shipping 
stringency), even excluding lend-lease 
shipments. But while imports into Latin 
America rose 70% from 1938 to 1943 and 
our “cash” or commercial imports alone 
(lend-lease excluded) advanced more than 
50%, exports to the United States in- 
creased almost 190%—to: $1,309.8 million 
from $452.9 million. The bulk of the gain 
took place in exports to us from Cuba, 
Mexico, Argentina, Bolivia, Brazil, Chile, 
Colombia and Uruguay, but only Hon- 
duras and Panama wholly failed to in- 
crease their shipments to us (see Table 3) . 

Compared with 1938, exports to the 
United States in 1943 from Southern 
North America (Mexico, Central America 
and the West Indian republics) showed a 
gain approximately the same as from 
the South American republics (186%, as 
against 191%). Imports into South Amer- 
ica, on the contrary, rose only 34% during 
the same period, compared with 130% for 
the more northern area. The difference in 
imports as between the two regions was 
owing to the greater accessibility of near- 
by Mexico and the Caribbean during the 
shipping shortage and submarine menace, 
and to a considerable extent to the very 
sharp curtailment of our own shipments 
to Argentina since 1941. These dropped 
from $86.8 million in 1938 and $109.3 mil- 
lion in 1941 to $71.9 million in 1942 and 
only $31.8 million in 1943. This decline 
obviously reflects the influence of political 
as well as economic considerations in the 
allocation of United States goods to that 
country. 

At the same time that the Latin Ameri- 
can merchandise export balance with the 
United States has been rising, the area has 
continued to send us large shipments of 
gold and silver. The net volume of these 
shipments has decreased sharply, however, 
since in view of its rising merchandise ex- 
ports, Latin America found it decreasingly 
necessary to rely upon gold and silver to 
meet its balance of international pay- 
ments. From a net gold and silver export 
to the United States of $150.0 million in 
1938, the total fell to only $30.9 million 
in 1943, a decrease over the five years of 
$119.1 million (Table 2). The over-all bal- 


1“Fifteenth Report to Congress on Lend-Lease Opera- 
tions for the Period ended March $1, 1944,” p. 39. 


INFLATIONARY TRENDS IN LATIN AMERICA 


Sources: Official Publications 


Wholesale Prices and Cost of Living, Index Numbers, January-June, 1939 = 100; Notes in Circulation, Index Numbers, 
June 30, 1939=100, except Cuba and Venezuela, December 31, 1939=100, and Haiti, September 30, 1939=100 
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ance of merchandise, gold and silver con- 
sequently turned less toward Latin Amer- 
ica than that of merchandise trade alone. 
Excluding lend-lease, it showed a surplus 
for Latin America of $122.4 million in 
1938 and of $614.7 million in 1943, a 
change of $492.3 million, compared with 
a change of $611.5 million in merchandise 
trade alone. 

Almost all the decrease in gold and sil- 
ver shipments was due to Mexico and Ar- 
gentina, both countries offsetting in whole 
or in part their increased merchandise ex- 
ports to the United States by’ reduced 
shipments of gold and silver. 

The foregoing picture may be sum- 
marized with the statement that from 1938 
to 1940 the total trade with the United 
States of the twenty Latin American re- 
publics in merchandise, gold and silver 
showed an export balance averaging $117 
million annually, while in 1941-1943 it 
averaged $414 million on 4 commercial or 
“cash” basis (z.e., excluding lend-lease) . 
For the last three years it has, therefore, 
aggregated $891 million in excess of the 
1938-1940 volume. If one sees 1938 to 
1940 as a period of relatively stabilized 
conditions in Latin America, the total of 
$891 million may be regarded as a rough 
measure of the purchasing power that has 
accumulated in Latin America as a result 
of this country’s wartime trade.* 


TRADE WITH THE WORLD 


In 1938, trade with the United States 
accounted for somewhat less than one- 
third of all Latin American trade. In 1943, 
owing to the shutting-off of European 
markets and sources of supply and the 
curtailment of British trade by the exigen- 
cies of war, the share of the United States, 
on the basis of incomplete figures, was 
probably more than one-half. 

Table 4 gives estimates in current 
United States dollars of Latin American 
trade with all countries. The data are 
based on the statistics of the individual 
countries, converted to dollar values. For 
many countries there is more than one ex- 
change rate in effect at which conversion 
may be made, with the result that for cer- 
tain countries the actual conversion leaves 
something to be desired, since there may 
be an appreciable gap between the values 
here shown and those that would actually 
be realized in terms of dollars in the par- 
ticular country. In such cases, the prac- 

1This figure is Sheedy less than that estimated in The 


Business Record for April, 1944, p. 77, owing to the current 
availabitity of more complete 1943 data. 
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tice of the League of Nations has been 
followed as far as possible, most of the fig- 
ures for 1938 to 1941, moreover, being based 
directly on League conversions. There are 
also other discrepancies, such as the inclu- 
sion of reexports for certain countries only. 
Methods of valuation likewise vary consid- 
erably between countries. Gold and silver 
movements are included as far as possible, 
but are not available in every case. An 
example of the results of this and similar 
difficulties is the reporting in Table 4 of 
smaller Mexican exports in 1943 to the 
entire world than were reported in Table 
3 as having been shipped to the United 
States alone. Notwithstanding these limi- 
tations, however, the table appears to give 
a reasonably adequate picture of the trade 
situation. 

Wartime Latin American trade with 
the world as a whole has risen far less 
proportionately than with the United 
States alone, since much of the increase 
in trade with the United States repre- 
sented merely a diversion from Europe 
and elsewhere. Total Latin American im- 
ports, indeed, have remained consistently 
below 1938 levels, although exports have 
risen steadily, partly because of higher 
prices. Total exports in 1943 appéar to 
have been nearly 40% greater in value 
than in 1938. 

The total Latin American trade balance 
with the world last year is estimated to 
have been close to $1,090 million on the 
export side, against $840 million estimated 
for 1942, and an export surplus of $338.2 
million reported in 1938. Latin America’s 
export surplus in its trade with all coun- 
tries rose from an annual average of $414 
million in 1938-1940 to $814 million in 
1941-1943, For the last three years, there- 
fore, it has aggregated $1,200 million in 
excess of the 1938-1940 volume. 

This figure, as an indication of the total 
foreign balances and purchasing power ac- 
cumulated in Latin America from its for- 
eign, trade over the past three years, is 
understated by the inclusion of lend-lease 
shipments. While the figures in Tables 2 
and 4 are not precisely comparable, the 
total of $128 million in lend-lease ship- 
ments in 1941-1943 reported in Table 2 
suggests that approximately this amount 
should be deducted from Latin America’s 
total imports. There then remains a 
total for the accumulated excess of the 
1941-1943 Latin American export surplus 
over that for 1938-1940 of about $1,325 
million. 
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LATIN AMERICAN BALANCES 


Changes in the reported figures for Latin 
American gold and foreign exchange bal- 
ances offer further indication of the inflow 
of purchasing power in recent years, al- 
though they contain too many gaps and 
discrepancies to serve as an exact measure. 
The National City Bank has estimated 
these balances in sixteen Latin American 
republics at $2,689 million at the end of 
1943, $1,572 million a year earlier, and 
$953 million at the end of 1939.* At the 
same time, it has estimated the entire 
Latin American total to be at least $3,000 
million as of the end of 1943. 

The indicated increase over 1939 of 
nearly $2,000 million is nearly 50% more 
than the estimated $1,325 million increase 
in the 1941-1943 export surplus over 1938- 
1940. Some of the difference is probably due 
to statistical shortcomings in both series. 
Much more, however, probably represents 
the import of capital, which would not 
appear in the trade figures but which for 
the most part also represents an accession 
to the region’s purchasing power. 

When after the war imports are once 
more readily available, some of these 
funds will undoubtedly be retained within 
the various countries for currency stabili- 
zation and similar purposes, but a major 
portion will be available for foreign mer- 
chandise. 


CONCLUSIONS 


The Latin American countries have 
been less successful on the whole than 
Europe, the British Commonwealth or the 
United States in preventing the wartime 
rise in their money supply from being 
translated into an inflationary price ad- 
vance, thanks to their less-advanced econ- 
omies and the lack of adequate machinery 
for economic control. 

They also differ from the other coun- 
tries in the temporary basis of their infla- 
tion problem. The blocked foreign bal- 
ances which are largely responsible for 
the inflation are due primarily to the in- 
ability to import goods. Such goods will 
of course become available again once the 
war is ended, and the blocked balances 
will thus presumably be liquidated almost 
automatically, and with them much of the 
inflation itself. 


Wintsror W. Case 
Division of Business Practices 
National City Bank Letter for April, 1944, p. 43. The 


four excluded Latin American republics are Paragua: 
Honduras, Nicaragua and the Republic of Banauince ve 
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Upturn of Interest Rates 


DEFINITE, although as yet quite 
modest, upward turn has occurred 
in interest rates, which, however, are still 
lower in most, if not all, term categories 
than at any time from the beginning of 
the century to 1935. Such evidence as is 
available strongly suggests that rates are 
still lower than at any time prior to 1935. 
The downward movement which took 
practically all rates to an all-time low in 
1941 was first felt in full force in the short- 
term rates, which as early as 1931 had 
reached the lowest level on record up to 
that time. It is in the shorter-term rates 
that the upward movement of the past 
year or two is most marked. (See Table 1.) 
The relatively greater weakness in short- 
term rates has resulted in a “pattern” of 
interest rates which has little if any known 
precedent. As may be seen in Table 1, 
only twice from 1900 to 1931 were yields 
on bonds with a term of six months to 
maturity lower than those on bonds with 
thirty years to run. 

In neither of these cases was the differ- 
ence as much as one percentage point. 
From 1931 through 1943, the rates on the 
short-term obligations have been continu- 
ously below those on the longer-term is- 
sues, and only in one year were they less 
than a full percentage point lower. In 
one year, 1936, the difference was as much 
as 2.77 percentage points. Similar results 
are obtained when five-, ten-, and even 20- 
year bonds are compared with the 30-year 
term. The recovery in the shorter-term 
rates of the past year or two has only 
moderately reduced this unusual differen- 
tial between rates. 


UNDERLYING CAUSES 


Neither the drastic declines in rates dur- 
ing the Thirties nor the hardening tenden- 
cies of the past year or two are difficult to 
understand. The lack of business demand 
for funds, accompanied by the enormous 
inflow of gold, could scarcely have failed to 
have the effect in the Thirties of making 
“money” a drug on the market. With the 
tremendous demands of the Treasury for 
funds since Pearl Harbor, and a concomi- 
tant outflow of gold, it would be more diffi- 
cult to explain the lack of a greater stiff- 
ening of rates than it would be to account 
for such increases as have taken place. 
Nevertheless, it is necessary to approach 
the question of the course of interest 
rates during the next year or two with 


caution. 


Such hardening of rates as has occurred 
appears to reflect factors other than a 
shortage of funds, or certainly of potential 
funds, in the money market. The follow- 
ing in the main appears to be about what 
has happened. The funds which have for 


the hands of corporations, institutions, and 
individuals who increasingly came into the 
market for bonds. Evidence of this trend 
is seen in Table 2. While the Treasury 
has been taking ever larger amounts of 
funds from the market, buyers other than 


Table 1: Basic Yields' of Corporate Bonds, by Term to Maturity, 
1900-1943 
Source: David Durand, “Basic Yields of Corporate Bonds, 1900-1942,” National Bureau of Economic 
Research. Figures for 1943 kindly supplied by the Bureau. Computations by Tue ConrEerRENCcE 
Boarp. Half-year Rates interpolated by the Board from the Bureau’s Data 


Per Cent per Annum 
ea ae he a 


Years to Maturity \Rate Differentials in Percentage Points? 


Year 14 Year | 5 Years | 10 Years | 20 Years 
Y% Year 5 10 20 over over over over 
30 Years | 30 Years | 80 Years | 80 Years 
rt ieee er PAR Geen 4.1la| 3.36a) 3.30 3.30 .81 . 06 0 0 
SOL ecacterer cl rere 3.25 3.25 3.25 3.25 é 0 0 0 0 
OOD Sees oie heen 3.306) 3.306] 3.306] 3.306 0 0 0 0 
Oe ee ee eg ES ica eae 3.45 8.45 3.45 3.45 0 0 0 0 
1904) bee dite cd 3.60 3.60 3.60 3. 0 0 0 0 
DUS cen ter Pea OS 3.50 8.50 $3.50 3. 0 0 0 0 
LDOG mien coasts 5.00a} 3.67a| 3.55 8. 1.45 .12 0 0 
SU fe es Lara cam eccuitrn 5.3la) 3.87a| 3.80 ae 1.51 .07 0 0 
TOOST HS eG se 5.30a) 4.30a) 4.02a) 38. 1.35 .85 07 0 
WO0O ess: tek tgee og 4.04 3.97 3.91 8. Q7 .20 14 .05 
POLO ee erty ausiterasious 4.28 4.10 8.99 3. 48 .30 19 .07 
h 8 I coal nea as Soe ae 4.10 4.05 4.01 3: 20 .15 il .04 
TOLD Ee caterer 4.05 4.00 3.96 8. 15 .10 06 .O1 
AQIS Pane varies tela eke 4.85 4.31 4.12 4. 85 381 12 . 02 
LON eyed: chesaepFens 3 aus 4.67 4.45 4.32 4. 57 .05 QQ . 06 
LOL Oe iseraatos nie ecousvs 4.49 4.39 4.31 4. 834 24 16 .05 
BRS Net Reece, rh chsh $3.12 4.03 4.05 4. -.93 —.02 0 0 
Ey ee ee ee cats A eek Aeon 4.05 4.05 4.05 4. 0 0 0 0 
1918 paces eeptrcret ove 5.52 5.25 5.05 4. ad . 50, .380 07 
gD Be ee cee EEO ERICeC 5.67 5.16 4.97 4. 92 41 ee . 06 
NOQO Sie acetone ttanertre os 6.18 5.72 5.43 5. 1.08 .62 .33 07 
LOOT ee rte teecot ee 7.10b) 6.21 5.73 5. 1.93 1.04 . 56 .14 
1922 Seek: Se cceae 5.33 5.19 5.06 4. 62 48 .85 .14 
OOS irate. cyoaacecentyare cxaats 5.03 4.90 4.80 4, 42 .29 .19 07 
TOQ4 erst cs avisse 5.04 4.90 4.80 4. 38 24 .14 .03 
LOSS E eateh acs, pr tavsute is 3.58 4.46 4.50 4. —.92 -.04 0 0 
DORG aarcketretamils xciensneyoce 4.40 4.40 4.40 4. 0 0 0 0 
LY OS ee oreletieiekid con 4.30 4.30 4.30 4. 0 0 0 0 
UDO Se eiare iso see cents 4.05 4.05 4.05 4. 0 0 0 0 
ODO eer coerce are alone 5.44 4.72 4.57 4. 1.02 .80 15 .08 
NOS ORM clo cotsrera cuales 4.40 4.40 4.40 4. 0 0 0 0 
EL 9S Vee at carer hs o's: 2.70 3.90 4.03 4. -1.40 —,20 —.07 0 
LOS 8 re erecrreiere (elle easels 3.80a| 4.58a) 4.70 4, -.90 —.12 0 0 
GSS eeeener erent erste. 2.306) 3.68 4.00 4. -1.85 —.AT -.15 —.04 
NOS, so tie slanone Tocevers 2.31b| 3.48 3.70 8. -1.68 -.51 —,29 —.08 
MOS Ee ee woe toto os or .78 2.37 3.00 8. —2.72 | -1.138 -.50 -.18 
NOS Cre retats vivtsatetteters <6 43 1.86 2.64 8. —2.77 | -1.34 —.56 -.16 
OST ee cre ease ig ses ue 52 1.68 2.38 ede —2.56 | -1.40 —.10 -.18 
VOSS Sore caetetene kay eters > .63 1.97 2.60 fe —2.37 | -1.038 —.40 -.09 
AOSD Fe rteun siete veietels, ate 41 1.55 2.18 C4 —2.34 | -1.20 —.57 -.10 
NOLO reese. aetae at . 26 1,28 1.95 4 -2.44 | -1.42 =—.15 -.15 
OAM reine cats eres care .28 1.21 1.88 oF —2.37 | -1.44 =.77 -.15 
OAD rer ee erereteronecratiin «Fs .68 1.50 2.16 2, -1.97 | -1.15 -.49 —.04 
DASE ec peunte eran rns 1.09 1.71 2.17 an -1.54 —.92 —.46 —.02 


| SP CL OL ee Ls es aa 
1Basic yield is the yield estimated to prevail in the first quarter of each year on the highest-grade corporate issues, 
classified by term to maturity. The basic yield is a practical analogue to the strictly theoretical conception of a pare in- 
terest rate. Although it is not by any means identical with that rate, it is probably nearer it than any other available series. 
2Minus sign indicates 80-year term rates higher than those for the shorter terms. 
aOne alternative value; the other is equal to the longest-term yield. 
bMore than usually liable to error. 


commercial and Federal Reserve banks 
have been taking increasingly large parts 
of the additions to the Treasury debt. 


two or.three years been coming into exist- 
ence as a result of financing war expendi- 
tures through the banks accumulated in 
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These buyers for the most part seek the 
longer-term issues, while banks with rela- 
tively low excess reserves have not been so 
active as formerly in the market for the 


Table 2: Per Cent of Increase in 
Federal Debt Absorbed by Selected 
Investor Groups 


Ist 
Investor Group 4 mos. | 1943 1942 
1944 
Commercial banks...... . 23.3 | 3 4 
Federal Reserve banks...| 9.9 
Mutual savings banks. . 4.2 
Insurance companies. 1 


7 

Other investors 
Marketable issues..... . 15. 
Nonmarketable issues. .} 31. 
Special issues........... 5 


shorter-term issues which they prefer. 
Hence higher yields (lower prices) tend 
to obtain in the latter department of the 
market, while yields are maintained on 
longer-term bonds. 


RESERVE REQUIREMENTS 


The fact remains, however, that the 
commercial banks and the Federal Reserve 
banks together are still taking approxi- 
mately one-third of the net increase in 
Treasury debt. (See Table 2.) A slight 
downward tendency in excess reserves of 
member banks has developed as a result, 
and the reserve ratio of the Federal Re- 
serve banks by the end of April had de- 
clined to 59.1%. Member banks, however, 
are still operating under reserve require- 
ments which are very much stiffer than 
was considered normal prior to 1936. Cen- 
tral Reserve City banks are required to 
carry a 20% reserve against demand de- 
posits; from 1917 to 1936 only 13% was 
required. Reserve City banks must carry 
20% reserves against demand deposits, 


THE CONFERENCE BOARD 


as compared with a requirement of 10% 
prior to 1936; while country banks under 
a 14% requirement must carry twice the 
reserves required of them prior to 1936. 
All classes of banks must carry a 6% re- 
serve against time deposits, compared with 
a requirement of 3% prior to 1936. As 
indicated in Table 3, had reserve require- 
ments in force prior to the change in 1936 
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In the absence of special factors inter- 
fering with it, the normal circular course of 
funds from investor (nonbank) to the 
Treasury to the factors of production to 
investor and again to the Treasury will, 
one would suppose, continue. 

Apart from the imponderables, the ma- 
jor hazards to which this Utopian money 
market situation is exposed are two in 


Table 3: Hypothetical Reserve Requirements and Excess Reserves of 
Member Banks during Last Half of May, 1944’ 
Millions of Dollars 


H. 
thetical 
Net | Assumed | Reserves 
Classification Demand | Reserve Head 
Deposits ares Dersand 
2 Deposits 
(1) x (2) 
All member banks. .. . | 60,769 6,287 
Central reserve ae 
banks. . .| 22,513 13 2,927 
Reserve city banks. . . | 22,727 10 2,273 
County banks........ 15,529 7 1,087 
(1) (2) |_ @) 


et 
thetesl pital 
Assumed | Reserves | Reserves | Reserves | Hypo- 
Time | Reserve |Required | Required | actually | thetical 
Deposits} “Rate | on Time ‘ypo- all Excess 
% Deposits thetical) Reserves 
(4) x (5) | 3) + ©) 

16,635 3 498 | 6,785 | 13,078 | 6,293 
1,439 3 43 | 2,970 | 4,605 | 1,635 
6,680 3 200 | 2,473 pore los 
8,515 3 255 | 1,342 | 3,266 | 1,924 
(4) (5) | (6) (7) (8) (9) 


1Assuming the older 13-10-7-3 ratios in effect, and other factors unchanged. 


been in effect during the latter half of 
May, 1944, excess reserves would have 
been not $858 million (as was actually 
the case) but $6,293 million, other things 
remaining the same. The all-time peak in 
excess reserves occurred in October, 1940, 
when they amounted to $6,864 million. In 
July, 1936, just prior to the first increase 
in reserve requirements, excess reserves 
were only $2,907 million. 

Since the Reserve authorities are em- 
powered to reduce the reserve require- 
ments of member banks to those obtaining 
prior to 1936, it is clear that so far as 
technicalities are concerned a tremendous 
volume of funds could be released to the 
money market at the will of the powers 
that be. 


number. The first is a possibly sharp in- 
flationary rise in prices, which of itself 
would tend toward tightness in the money 
market. The other is the possibility that 
at some later date the authorities may 
feel it necessary in the public interest 
to ward off apparent danger from inflation 
or speculative developments by steps 
which normally would be expected to re- 
duce the supply of money. How events 
will work themselves in actual practice 
will, of course, depend upon the duration 
of the war and the nature of the situation 
which develops in the years immediately 
following the war. 


Freperick W. JoNnEs 
Division of Business Statistics 


Earnings on Net Worth’ 


SE of the rate of return has become 
quite prevalent among government 
agencies in determining need for contract 
renegotiation or a company’s right to tax 
or price relief or other action based at least 
in part on the profitability of corporate 
operations in relation to net worth. 
The Truman committee, investigating 
the national defense program,’ emphasized 
the effect of renegotiation on the return 


1This is the first of several articles considering the rela- 
tion of earnings to net worth. Subsequent articles: will pre- 
sent a more detailed industrial breakdown. Wherever pos- 
sible, data for the years before 1926 will be presented. For 

e consideration of the relation between sales and earnings 
see Tap CONFERENCE Boarp’s “Basic Data on Excess- 
Profits Tax Relief.” 

*See Appendix XI, Third Annual Report of the committee. 


on net worth of selected war contractors. 
The War Department Price Adjustment 
Board* while emphasizing the use of the 
ratio of profits to sales as the principal 
criterion in determining the existence of 
excessive profits, finds the profits-to-net- 
worth ratio useful as a check. 

The Securities and Exchange Commis- 
sion in its annual profits compilations in- 
cludes the profits-to-net-worth ratio as a 
measure of profitability. The Office of 
Price Administration in its study of profits 
in various industries, particularly in rela- 


1Principles, Policy and Procedure to be Followed in 
Renegotiation.” 


tion to applications for price relief, also 
follows closely the course of earnings in 
relation to net worth. Finally, companies 
filing relief claims under section 722 of 
the Internal Revenue Code have discov 
ered that Treasury officials carefully in- 
spect the rate of return on net worth for 
both the base period and for earlier years. 
In certain instances, it has been reported 
that a Treasury formula has been devel- 
oped for reconstructing earnings for the 
base period by determining the average 
rate of return from 1922 through 1939. 
Fundamentally, the profits-to-net-worth 
ratio measures the profitableness of the 
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CORPORATE RATIO OF PROFITS TO NET WORTH, 1926-1939 
Source: Treasury Department, “Statistics of Income” 
Dollar Figures in Millions 
1939 
——— 2 1938 | 1937 | 1936 | 1935 | 1934 | 19383 | 1932 | 1931 | 1930 | 1929 | 1928 | 1907 | 1996 
ivisions!'—Average Net Worth?........... 137,151 | 139,53 
NaC En Cn Hu 139,538 137,851 136,200 140,258 134,582 | 130,574 | 138,416 | 152,173 | 163,026 | 153,929 | 137,646 | 125,832 | ..... 
SEE ene Ae Gar leila 064 | 197-487 | 141,635 | 135,468 | 198,031 | 141,585 | 127,578 | 138,569 | 143,268 | 161,082 | 164,960 | 142,888 | 182,408 | 119,260 
Profits excluding intercorporate dividends’ 5,376 } ; i eee ae ol eee ean aes es oraee pee pias one 
£ : 2,443 | 5,175 | 6,045 | 2,582 913 | -1,6 i f 
IPBILSy/Netaw oxthapeecesie sekic waiters Sern sie 5.38 3.0 6.7 5 4 Pr mee ON Piece ga | eas EE be ca ACh a 
PIs / Net worth.4.00c'0.+cocck beck cs se 3.9 1.8 3.8 37 18 Th eis We ceca ey aa 3 a He 68 
Manufacturing—Average Net Worth.......... 41,849 | 41,250 | 39,853 | 38,039 | 37,881 | 40,746 | 43,659 | 45, ni 49, a 52 iit 51 ee eile ae 
ea one ae ; ; ; ' : ; : 49,034 | 47,162 | ..... 
PaO ea te ao ate betel 41,260 41,259 $8,467 | 87,611 | $8,151 | 48,341 | 49,976 | 47,640 52,122 | 527694 | 50,018 | 48/049 | 46,974 
SESE eR See  etaee 1,615 K ; 249 1,418 502 | -1,468 | -308 | 1,628 | 4.746] 4153 | 3.359 | 3.819 
Soe : 3,164 | 3,099} 1,881 | 1,052 342 | -1,679 | -695| 1,116 | 4201] 3.713 | 3.003 | 37433 
SED NaN a SLOW rl imesh mcrae 'e'| Meats acer? celiees temo ake? mae lamas 
Mining—Average Net Worth................ 6,008 6 534 6, 500 6 349 6 824 6 747 7,164 ae A 208 “op oe a 
INCU NG code sae SCR em 5,232 | 5,398] 6623 | 6444 | 6,656 | 7.141 | 6,506 "98 Ure ety Heeeal, Uae ce: 
Profits before income taxes..............-- 138 52 "207 168 "70 ; “14 Te ce me re Cs ne ts 
Profits excluding intercorporate dividends... 96 12 4 arn a Sa on ae ae ie a8 
PBEM (NEE Worth) O00. le ees sc coke. are) o.otcas [tie 3 He Sarat aes Peer et eff Pah 
PLD /Netiworth sons. eases aectacctes<s 1.8 0.2 3.8 ue ey oy aH Ee He yA ea a O4 21 
Trade—Average Net Worth........ 11.501 | 11,304 | 10,843 | 10,36 ; 11 na ee 
DP PASAT TER : : 361 

INGE worth ten meen etre eS ON, 11,645 | 11,357 | 11/250] 10,436 ess 1o4bs ee sea eae srt leper ee eae oi 
Profits before income taxes................ 830 435 "845 te |) aaa ll As : 7 Toate |e wins |e 780 eae eae lee treeal eae 
Profits excluding intercorporate dividends. . . 778 379 755 835 +? “41 “500 63 a76 es 743 ae 

Profits ¢ g 495 357 A =741)| 2500 -63 676 8 143 
INGE ORL ONrte «tae. esos scores 8 7.2 3.8 7.8 8.8 5a 4.1 0.4 6.5 a ae 
PLD*/Net worth........... ; 6.8 3.4 7.0 8.1 4.8 3.5 a 6.9 at 015 an Be 50 Be 
Finance—Average Net Worth.............--- 44,558 | 44,696 | 43,387 | 44,948 , ie oe 
DEE WOcbh tere? aku actu aomenin.cwer 48847 | 45260 | aa‘ize | sree | 4vieas | aesis | an'ass | s025s | ssizor | avress | asset | cyces | as'iee | oties 
Profits before income taxes................ 1,386 | 1,273 | 1,757| 1,834| ‘985| 721] -936| -954| -328| ‘8 ial Seal seat) hee 
Profits excluding intercorporate dividends 307 285 21 "319 —892 -575 1,379 1,448 Bt 1889 ae eee ae 
PBT /Net aM ace cs. 3.1 2.8 4.0 “= 2 ein Pabeely eee Oa Hs 
PLDS/Net worth: 62. .c.. sec. dock. 0.7 0.6 0.5 ab os ie a 3 aa 08 38 ier 8 an 
4 Neu WOrER «Fate vee et eee ess eb ane nn- , F z , -l. -1. z ; =e 3, , 5 5.4 4.9 4.1 

Public Utilities—Average Net Worth......... 30,068 | 31,438 | 31,321 | 31,206 | 33,1 
SSS Ae ee 20'858 | 307283 | 32'503 | 30/049 | g2’ses | aegi¢ | sarioe | sores | sove7a | a0r77s | so'oss | stass | Se'see | obéii 
Profits before income taxes..... 2.0.0.0... 1179 | '687 | 1088 | "980 | oss | est | '24o| 341} 958 | rata | e208 | “seep | wse9 | “Veto 
a excluding intercorporate dividends... 886 419 762 665 374 307 40 64 347 | 822 | 15481 sce rise 1189 
et Worth ee nee eco 3.9 2.2 3.5 3.1 1.9 1.9 0.7 0.9 2.5 3.5 B ; : % 

PT T9s/Net worthbewtnk 2h cass wate oer 2.9 1.3 2.4 4 i : : -0. , ; i cia 39 re 
Construction—Average Net Worth........... 718 815 843 ai ie a ae 1 1 1 ae 1 ae 1 a 1 ae a nd 
Neu worthey ener cs ose te ecto 695 740 890 798 825 905 | ’sor| iiss | i250] i'4s5| 30a| deo. | aes | ‘966 
Profits before income taxes................ 35 28 47 38 ry eee lade sh ecceery boner peer ime teef repel re 108 
Profits excluding intercorporate dividends... 29 24 41 31 -7 —28 -61 -101 -23, 64 100 92 108 og 
PBT€/Net Worth scccsseisn os case eee ase oe 4.9 3.4 5.6 4.7 Gl 2S] sal Sho)! ahh 6.1 8.5 8.4] 12.2 10.9 
PTI / Neb worth bsyccreensrlos accolade ctelave 4.0 2.9 4.9 BO 8 eo say sei tl ale 45 7.6 7.6 9.9 9.7 


aLess than 0.05%. 


Includes, in addition to divisions shown, agriculture and related industries, services, 


and a nondescript category. 


2For all years except 1926, the ratios have been computed on the average net worth 


at the end of previous and current year. 


owners’ investment in a business, while 
the profit-to-sales ratio measures the prof- 
itableness of the volume of business. The 
two ratios are not unrelated, since profits 
are affected by the volume of business as 
well as by the profitableness of that busi- 
-ness. Similarly, the return on sales is af- 
fected by how shrewdly the assets of a 
business are employed. Shrewdness, how- 
ever, is a factor which is almost impos- 
sible to isolate and evaluate in determin- 
ing the rate of return on business enter- 
prise. 

Perhaps one of the most serious difficul- 
ties encountered in using net worth as a 
basis for determining a rate of return is 
the impossibility, in most cases, of accu- 
rately measuring the base. Since net 
worth is a residual item, its value is influ- 
enced by the accuracy of the appraisal of 
a company’s assets, and also its liabilities. 
A miscalculation in evaluating either the 
assets or liabilities will almost inevitably 
be reflected in the valuation of net worth. 
Also the existence of “watered” capitali- 
zation in certain industries, or the exclu- 
sion or inclusion of good will and other 
intangibles will materially influence the 
value of net worth. cae 


3Net worth was taken as the sum of common and preferred stock, surplus and un 


divided profits, and surplus reserves, less deficits. 


4Includes dividends received from other corporations and nontaxable income. 


5Profits before income taxes less intercorporate dividends. 


6Profits before income taxes. 


ALL DIVISIONS 


Taking 1936-1939, as the base years, 
corporate enterprise as a whole earned 
slightly less than 4% on its net worth.’ 
Only in 1938, when the ratio fell to 1.8%, 
was there any substantial deviation from 
a 4% rate. In the years 1926-1929 the 
return on net worth stayed slightly above 
5%. In all the other years from 1930 to 
1935, the return on net worth was never 
above 1.8%. For three of the six years 
1930-1935, the corporate enterprise suf- 
fered deficits, disbursing more than it re- 
ceived. The average return for the years 
1926-1939 was 2.2% on net worth. 


MANUFACTURING 


In the base years 1936-1939, except for 
1938 when the return was 3.9%, corpora- 
tions engaged in manufacturing had a 
slightly higher return than in the years 
1926-1929. This is the reverse of the situa- 
tion for all divisions combined where the 
return on net worth was approximately 


1In considering the return on net worth for corporate 
enterprise as a whole, intercorporate dividends were ex- 
cluded from profits to prevent double counting. For any 
one of the divisions, profits, including intercorporate divi- 
dends, can be used with some justification. For any single 
company, of course, dividends received is an integral part 
of its income. 


0.5 percentage point higher in 1926-1929 
than in 1936-1939. 

On the whole, manufacturing corpora- 
tions showed a higher return on net worth 
than all divisions combined. In every one 
of the fourteen years from 1926 to 1939, 
the rate of return for manufacturing con- 
cerns was above that for all corporations 
combined. In the two years in which 
manufacturing concerns as a whole showed 
a deficit, the deficit in relation to net 
worth was smaller than the deficit in re- 
lation to net worth for all corporations. 

The return on net worth, the return on 
sales, and industrial production for manu- 
facturing concerns in the. United States 
are compared in the accompanying chart. 


TRADE 


Except for 1938, when the return was 
as low as 3.8%, the remaining base years 
(1936, 1937, 1939) showed the highest re- 
turn for all years. In none of the years 
1926-1935 does the return on net worth 
reach the levels attained in those three 
years. Like the mining group, trade suf- 
fered a deficit in three of the fourteen 
years under consideration. This group 
had a deficit in 1930, 1931 and 1932. 
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Dividends received was a component of 
income less important for trading con- 
cerns than for other divisions. In only the 
four years 1934-1937 did the exclusion of 
intercorporate dividends make more than 
a difference of 0.4 percentage point in 
the return on net worth. 


MINING 


The rate of return for mining concerns 
has, in general, been low. Only in 1937 
was the profits-to-net-worth ratio above 
4%. In the second highest year, 1929, it 
was just 3%. In all other years with a 
positive return, the return has tended to 
stay around 1.5%. For three of the four- 
teen years (1931, 1932, 1933) mining con- 
cerns failed to return any profit on the 
stockholders’ equity. 


FINANCE 


The finance group had its highest  re- 
turn in the years 1926-1929. In none of 
the subsequent years has the profits-to- 
net-worth ratio approached the ratio 
reached in the four relatively prosperous 
years. 

Dividends received is an important 
source of income for the finance group. If 
profits less intercorporate dividends are 
considered, finance showed a deficit in the 
six years from 1930 to 1935. In only three 
of those years do deficits appear when divi- 
dends are considered as a part of income. 


PUBLIC UTILITIES 


As a group, public utilities had a rela- 
tively stable rate of return. This industry 
was able to show an income in every one 
of the years 1926-1939. On the other 
hand, the return never rose very high. 
In 1929, its most prosperous year, the 
return on net worth was only 5.9%. Ex- 
cept for mining, every other group was 
able to earn more than 5.9%, at one time 
or another, on its net worth. As far ad- 
vanced in the depression as 1931, the pub- 
lic utilities industry was able to make a 
return of 2.5% on its net worth. Only 
when profits less intercorporate dividends 
are considered does the group show a defi- 
cit in 1932 and 1933. 


CONSTRUCTION 


The construction group had the widest 
fluctuation in the return on net worth. Its 
best year was 1927 when 12.2% was 
earned, and its worst year was 1932 when 
the return was -7.0%. Construction was 
the only industry which was able to main- 
tain its earnings at a fairly high level in 
1930, the first year of the depression. The 
6.1% it earned in that year was consider- 
ably above the rate of any other division. 
In four of the fourteen years, the con- 
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Return on Sales and Net Worth of 
Manufacturing Corporations; 
and Production 
Sources: Federal Reserve; Tom CoNFERENCE BoarD 


struction group showed a deficit more of- 
ten than any other division. 


NOTES ON DATA 


In 1934, corporations, except railroads, 
were for the first time not permitted to file 
consolidated tax returns with the Bureau 
of Internal Revenue. This limitation im- 
pairs the comparability of the data for 
1933 and before with those of 1934 and 
later, It is impossible to determine just 
how serious this impairment is. 


Ratio of Profits after Taxes to Net 
Worth! 


Source: W. L. Crum, “Corporate Size and Earning Power’’ 
——oOOoooolele=lenese a—_ 


Returns Consolidated in 
1933 


Classification 


as Classi- | as Classi- 

fied in 1984 | fied in 1983 
All Divisions............ 1.76 1.76 
Manufacturing.......... 3°33 8.39 
Mining ine. aeneen aren 0.46 0.98 
Wrades:, 2hatthe, tec petieee 4.60 4.07 
Binanceer ae enn 2.38 0.34 
Public utilities.......... 0.88 0.79 
Constructions. 3.94 -1.51 


Note. This table should not be construed as showing the 
full change brought about by the limitation of the privile, 
of filing consolidated returns. What it does show is the 
change in ratios that is brought about by the classification 
of corporations because of nonfiling of consolidated returns, 

1Income and deficit classes combined. 


Limitation on the filing of consolidated 
returns has affected the data in two im- 


portant respects. First, a shift in indus- 
trial classification occurred in 1934 which 
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would not have occurred if consolidated 
returns were filed. A consolidated return 
was classified on the basis of the predom- 
inant activity of the group, despite the 
fact that one or more of the companies 
were engaged in an activity wholly differ- 
ent from the predominant activity. Hence, 
a consolidated group in 1933 which was 
classified in, say, metal products, may have 
been broken up in 1934 into such diverse 
groups as mining, shipbuilding and trans- 
portation. 

Secondly, when unconsolidated reports 
are filed, no offsets—‘“intercompany elim- 
ination”—take place. Consequently, cor- 
relative items such as nontax-exempt in- 
vestments and securities outstanding, re- 
ceivables and payables, surplus and deficit, 
gross sales and cost of goods sold, rents 
paid and received, net income and loss, 
dividends paid and received are increased 
in the aggregate. W. L. Crum, who has 
perhaps made the most exhaustive study 
of this point, states: “Net income (or 
loss) and equity, which are residual items 
in the income account and balance sheet 
were exposed [in 1934] to such changes 
in aggregate magnitude to exceptional de- 
gree and in a manner which is exceptionally 
difficult to trace and explain. Resultant 
effects upon the calculated rate of return 
were inevitable: the probability that 
changes in magnitude were equivalent, in 
percentage terms, for the net income (or 
loss) and the equity, is small and perhaps 
very small.’”” 

For the years 1926 to 1930, the income 
account of corporations reporting balance 
sheets is not shown separately. Conse- 
quently, in order to make the available in- 
come figures comparable with the figures 
for net worth, an adjustment was made to 
the income figures. Each income figure in 
the years 1926-1930 was multiplied by the 
ratio of the number of returns with bal- 
ance sheets to all returns. Such an ad- 
justment, which involves the assumption 
that those corporations not filing balance 
sheets had profits of average size, may un- 
derstate profits to some extent. For the 
years following 1930, no such adjustment 
is necessary. 

By computing the ratios on the average 
net worth instead of on the net worth at 
the end of the year, it was felt that a 
better indicator of the return on owners’ 
equity was obtained, since year-end, net- 
worth figures are unduly influenced by the 
retirement or issuance of stock during the 
year. 

M. R. GarnsprucH 
Assisted by Frank GastTaLpo 
Division of Business Statistics 


3 HE L. Crum, “Corporate Size and Earning Power,” 
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Measuring Industrial Production 


HE Federal Reserve index of indus- 

trial production has in the past been 
generally accepted as an authentic meas- 
ure of the nation’s output of manufactures 
and minerals, Recently, however, much 
discussion has been directed at the validity 
of the index. Strictures have in particular 
been concerned with the inclusion of ad- 
justed man hours in the compilation. With 
current and postwar plans somewhat de- 
pendent upon this barometer, understand- 
ing of certain characteristics of the index 
is important. 


USE OF ADJUSTED MAN HOURS 


In the current index of industrial pro- 
duction monthly changes in series repre- 
senting 58% of the total index are based 
upon adjusted man-hour trends. Output 
of the most rapidly expanding war indus- 
tries, such as machinery, transportation 
equipment, chemicals and rubber, are es- 
timated in this manner. 

Adjusted man hours are used to meas- 
ure current activities in lieu of actual pro- 
duction figures which are difficult to ob- 
tain. For many industries, adequate data 
are available only at infrequent intervals, 
and for still other industries, no produc- 
tion figures can be obtained. Wherever 
possible, man-hour data have been used 
just to show the month-to-month move- 
ments in series, the general level of which 
has been established from other measures 
of production. In a few cases, such as 
rubber products, for which output data are 
- difficult to summarize, no adjustment for 
level is made since the changes indicated 
by man-hour data seem to be reasonable. 

Since the use of man hours is intended 
to represent physical production rather 
than workers’ time, adjustment for 
changes in output per man hour is a sig- 
nificant factor. Inasmuch as productivity 
varies from industry to industry, esti- 
mates of changes are made independently 
for each industry. “The so-called pro- 
ductivity factors,’ comments the Federal 
Reserve, “are really adjustment factors 
used to relate current monthly man-hour 
data to levels of output determined on the 
basis of all available information relating 
to production.” 


INDUSTRY WEIGHTINGS 
The relative importance of the various 
industries included in the index is deter- 
mined by the amount of weight they are 


given. Manufactures at present account _ 


for 84.80% of the total and minerals for 
15.20%. Changes in nondurable manufac- 
tured goods have more effect on the over- 
all index than durable, since the former 
are weighted 46.87% and the latter only 
87.93%. 


Five industry groups heavily influence 
the index; namely, fuels, textiles, machin- 
ery, iron and steel and manufactured food 
products. They each contribute over 10% 
to the final weighting and, in their aggre- 
gate, amount to 56.96%. Printing and 
publishing is next in importance with a 
weight of 6.44%, and is followed by chem- 
icals (6.27%), transportation equipment 
(5.92%), lumber and products (4.39%), 
and paper and paper products (3.13%). 
The combined weight of the eight remain- 
ing groups—stone, clay and glass, nonfer- 
rous metals, leather, metal mining, petro- 
leum and coal, alcoholic beverages, rubber 
and tobacco—accounts for 16.89% of the 
total. 


PREWAR AND WAR PRODUCTION 


Aggregate output of the nation’s indus- 
tries at the peak month since Pearl Har- 
bor was fully double the record produc- 
tion in any peacetime month from 1923 
through 1938. The wartime increase was 
more marked in durable manufactures 
than in either nondurable manufactures or 
minerals. In October, 1943, total produc- 
tion of iron and steel, machinery, trans- 
portation equipment, and other commodi- 
ties included in the durable group was al- 
most three times the May, 1929, high. Top 
production of nondurable goods was about 
50% and minerals 25% above the peace- 
time peak. 

In durable manufactures, the spread be- 
tween war levels and 1923-1938 peaks was 
the largest for the transportation equip- 
ment group, followed by machinery, non- 
ferrous metals, iron and steel, and stone, 
clay and glass. In all but the latter group, 


Merchant Fleets 


RIOR to the war 40% of the world’s 

foreign trade was carried in British 
ships, together with an additional 2 mil- 
lion tons under Dominion registry, states 
J. Hans Adler in the June issue of Political 
Science Quarterly. United States ships 
carried only 5%. In fact, the United 
States, with a total fleet of 8.3 million 


prewar peaks were reached in 1929 and 
ranged, according to the Federal Reserve 
index, from thirty-six to seventy-five 
points above 1935-1939 output. During the 
war years, the high was, attained in 1943, 
except for nonferrous metal and products, 
and varied from eighty to 680 points 
above the 1935-1939 base. 


By October of last year, chemical pro- 
duction had nearly quadrupled the 1937 
peak, Output of petroleum and coal 
products and of rubber in the peak month 
of World War II was fully double the high 
point for peacetime production. The 
remaining nondurable groups, often termed 
nonwar industries, were above the 19923- 
1938 highs, but to a much lesser degree. 


BELOW-RECORD INDUSTRIES 


Not every manufacturing or mineral in- 
dustry has been operating at peak capa- 
city since the war. Because of restrictions 
on publishing certain data and reclassifi- 
cation within the Federal Reserve index, 
probably not all of these “below capacity” 
industries can be spotted. 


Even in June, 1942, when the lumber 
and lumber products industry reached its 
wartime peak, output was only 90% of 
the high peacetime record. The output 
of polished plate glass in June, 1942, was 
only about one-third of the August, 1937, 
high mark and early in 1943 dropped to 
only one-fifth of the prewar maximum. 
Carpet-wool consumption was about 50% 
below the peak output of February, 1937, 
and was less than 80% of the 1935-1939 
estimate. Other industries below normal 
peacetime levels are calf- and goat-leather 
tanning, beef and veal packing, whiskey, 
cigar, groundwood pulp, newsprint, bee- 
hive coke, bituminous and anthracite coal, 
and gold and silver mining. 


GERTRUDE DeutscH 
Division of Business Statistics 


in World Trade 


gross tons, used only 3 million gross tons 
for foreign trade whereas Britain used as 
much as 90% of its total fleet which ag- 
gregated 15 million gross tons. 

The extent of dislocation in this war 
has been tremendous, with Britain’s fleet 
whittled down to an estimated 10 million 
gross tons or less. But the United States 
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has added 18 million gross tons to its fleet 
in two years alone and by 1945 may have 
over half the world tonnage afloat. 

The problems are evident. Britain, 
anxious to resume and possibly improve 
her prewar position in foreign trade, will 
require more ships. So will the Nether- 
lands, Norway and other countries. But 
the United States also anticipates carry- 
ing much more foreign trade than in pre- 
war years. Blank refusal to assist other 
countries might result in reduced exports 
from this country, since some countries 
maintained a large volume of shipping 
without resort to operating subsidies and 
used their dividend and interest receipts 
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to purchase imports in excess of exports. 
Great Britain financed 10% of her imports 
in this manner, the Netherlands from 6% 
to 9%, and Norway 20% to 40%. 

Two solutions to this problem are sug- 
gested by the author. One plan is for the 
United States to maintain a specified mer- 
chant marine fleet in forign trade, say 10 
million tons, and transfer the remainder to 
Great Britain and her martiime allies to 
reconstruct their fleets. In return, the 
United States would receive assurance that 
low freight rates would be maintained on 
routes essential to American trade and an 
understanding that the United States 
would be enabled to maintain a relatively 


July, 1944 


large amount of shipbuilding capacity for 
replacement of obsolete tonnage. 

The other plan which the author favors 
amounts to satisfaction of the aims of 
Britain and the United States at the ex- 
pense of the Axis countries. Britain and 
certain other Allies could replenish their 
depleted merchant fleets with the approxi- 
mately 6 million gross tons now under 
Axis flags. Then the United States, it is 
implied, could expand her foreign trade by 
exploiting trade routes formerly served by 
Germany, Japan and Italy. It is admitted, 
however, that the Axis countries would be 
deprived of a source of revenues for meet- 
ing postwar reparations. T. A. F. 


New Munitions Indexes 


BREAKDOWN, for the first time, 

of the WPB munitions production 
index into seven major categories shows 
that output of practically all classes has 
been smaller in recent months than early 
this year or the latter part of 1943. An- 
other analysis by the WPB indicates that 
these declines are temporary, as upward 
trends are on the program and, in fact, 
have already began, with peaks general- 
ly scheduled for the final quarter. 


The munitions index has been revised, 
with average monthly production in 1943 
equal to 100. This basis is also used for 
the indexes of constituent classifications, 
the whole embracing more than 3,500 
items. The indexes are made up by 


Industrial and Munitions 
Production 

Sources: Federal Reserve; War Production Board 

Index Numbers, 1943 =100 


Chart 1: 
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weighting output data with fixed prices, 
generally those effective in August, 1943. 

Separate total indexes have been made 
with and without government-financed 


war construction. The latter index, shown 
in Chart 1, rose more slowly in the early 
months of the war, but more rapidly in 
1943 than the index including construc- 
tion. 

Munitions production rose more rapidly 
than industrial activity as a whole, as rep- 
resented in Chart 1 by the Federal Re- 
serve index.. Both made peaks late in 
1943 and have run closely parallel since 
then. 

The recent trends reflect two main 
conditions—one, that objectives had been 
reached in some classes of munitions, as 
illustrated in the cutback last winter in 
small arms ammunition; and, two, that 


Chart 2: Production of Aircraft and 
Primary Aluminum 
Sources: Bureau of Mines; War Production Board 
Index Numbers, 1943=100 


PRIMARY 
ALUMINUM 


1943 1944 


it would be difficult to maintain essential 
civilian goods and services with a much 
higher proportion of industry devoted to 
munitions. 

1The Federal Reserve index, based on 1935-1939 =100, 


was readjusted to make 1943=100 the basis of the muni- 
tions index. 


Munitions output in May was 1% high- 
er than in April, but 1% below schedule, 
according to the WPB. For the entire sec- 
ond quarter, the output of Army equip- 
ment was $400 million behind schedule, ac- 
cording to Secretary Patterson. The lag 
was important in 155 mm.-field guns, me- 
dium tanks, tank destroyers, bulldozers, 
heavy-duty trucks and field wire. 


TOTAL TO RISE 


Despite cutbacks and adjustments, it is 
planned to increase total munitions pro- 
duction 13% during the second half of the 


Chart 3: Ammunition Production and 
Copper Consumption 
Sources: War Production Board; American Metal Market 
Index Numbers, 1943=100 
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year. The sharpest increases are sched- 
uled in aircraft and ammunition. Chart 2 
shows the new index of aircraft output 
through April, when there was a lag, but 
in May the weight of airframes made a 
new high. The index of this chart also in- 
cludes engines, gliders and various equip- 
ment, exclusive of armament and radio. 
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Chart 2 also shows how closely parallel 
aluminum and aircraft ran until a surplus 
of supplies resulted in curtailment of the 
metal. Aluminum output is from a sepa- 
rate report, based on weight alone. Fur- 
ther analysis of the aluminum situation is 
published elsewhere in this issue. 
Ammunition output, as indicated by the 
index in Chart 3, has been recovering ir- 
regularly since the cutback at the year- 
end. Although it is planned to keep small- 


This index includes all kinds of ship con- 
struction and conversion, on the basis of 
monthly value put in place rather than 
completions. It is exclusive of armament 
and communication equipment, as well as 
of repair and maintenance. While mer- 
chant shipwork is expected to taper off 
slightly from now on, combatant work is 
scheduled to rise. Landing vessel deliver- 
ies completed a steep six-month rise in 
May, and, after a slight dip in the summer, 


Table 1: New and Old Munitions Indexes! 


me, Source: War Production Board 
1944 1943 1942 
Month ff eae Se eae eee 
New Old New Old New Old New Old New Old 

January..... 114 646 78 453 29 166 41 
February....| 112 636 82 476 $1 182 45 
March es ee 117 667 90 518 36 213 lla 52 
April .|r 113 |p 652 95 547 42 Q47 60 
May) ee p 114 ee 95 548 47 276 57 
JUNE os - 97 560 52 309 59 
hull yer Here y. 101 587 58 339 64 23 
Auguste. 2). 105 609 64 372 72 22 
September 108 611 67 387 18a 83 Ta 22 
October. .... 113 644 69 403 91 Q27 
November. .. 118 673 76 448 100 34 
December... E 117 670 84 497 133 50 

1Base of New index: 1943 Monthly Average =100. aSix-month average. 

Base of Old index: November, 1941 =100. rRevised. pPreliminary. 


arms ammunition at a relatively low level 
over the rest of the year, the continued 
rise in heavy artillery ammunition would 
more than offset it, so that total ammuni- 
tion output, according to plan, will be 
much higher in the final quarter than at 
any other time since the beginning of the 
war. Along with the index, Chart 3 in- 
cludes a curve on the total consumption 
of copper in this country, taken from an- 
other source. While there are other sub- 
stantial uses of copper in the war, par- 


_Table 2: Production Index for Ships 
; Source: War Production Board 


Base: 1943 Monthly Average Production = 100 
Month 1944 | 1943 | 1942 | 1941 | 1940 

January lil) 3 28 

February 110 | 83} 31 
Miarch.......-- 112 91 34 lla 
April... ...es... 110} 96] 41 

SEN rer Sees 96 AT 

June.. 100 51 
fulyeee se co 101 | 54 
August......... 104 | 64 
September...... 106 | 72] 19a) 6a 
October........ 114 72 
November...... 119 80 
December...... 118 79 


aSix-month average. 


ticularly electrical wire, ammunition has 
become the dominant one. (See page 164 
for more detailed discussion.) 


SHIPBUILDING 


Shipbuilding, as shown in Table 2, 
reached a top level last November, with a 


slightly lower but stable level since then.. 


are scheduled to increase again in Novem- 
ber. 


OTHER INDEXES 


Recent trends in several other indexes 
are shown in Table 3. Still another in- 
dex covers miscellaneous equipment and 
supplies, including petroleum products, 
construction machinery, railroad equip- 
ment, photographic goods, clothing, medi- 
cal supplies, landing mats, and various oth- 
er things required by the Armed Serv- 
ices, This index stood at 109 in April, 
compared with a high point of 113 last 
November and with a level of 101 a year 
ago. 


CONSTRUCTION AT LOW LEVEL 


The building of war plant passed its 
zenith in the summer of 1942 and the 


Table 3: Production Indexes for Guns, 
Motor Vehicles and Communication 
Equipment 
Source: War Production Board 
Base: 1943 Average Monthly Production =100 


Guns and Combat | Communi- 
Fire and cation and 
Control Motor Electronic 
Equipment | Vehicles | Equipment 
1942 
January....... 25 50 14 
December..... 88 129 80 
1943 
January....... 84 80 78 
High point.... llla 1116 138¢ 
1944 
January....... 98 99 187 
February...... 96 87 128 
Marchi= sere 92 86 128 
Aprile ae 89 82 127 
aNovember, 1943. bJuly, 1943. cDecember, 1943 


decline showed no flattening out until 
the spring of 1944. Little change in the 
level of this activity is planned until the 
last quarter of this year, when a further 
decrease is expected, according to WPB 
data. This activity in April was about 
one-third as great as a year ago and one- 
sixth of the 1942 monthly peak. 

The index of war construction includes 
government-financed industrial plants and 
their equipment, housing, military bases in 
this country, and similar projects, but in- 
cludes overseas construction only to the 
extent of the value of domestic materials 
used. 

Copies of the new WPB munition in- 
dexes from their beginning in 1940 to 
date are available to Board Associates on 
request. 

Witu1am J. Nowe 
Division of Business Statistics 


On the Business Front 


NDUSTRIAL activity in the past 

month or two has continued the grad- 
ual decline in progress since last Novem- 
ber. 

The production of metals and of several 
important classes of munitions was down 
in June and in the second quarter, but 
several indicators point to the possibility 
that this trend has run its course. Within 
the past few weeks, steel production has 
recovered to the mid-spring level of about 
97%, electric power has moved up more 
than seasonally, and petroleum output has 
set new records. Carloadings and other 


business indicators also continue to show 
gains over 1943. 

Output of munitions continues to be a 
dominant factor in the industrial trend, 
as illustrated by Chart 1 on page 160. 
Schedules have been increased in the light 
of invasion experience, and output in the 
second half of the year is scheduled to 


increase 13%. 


MANPOWER A BOTTLENECK 
The principal deterrent to higher levels 
of industrial activity has been the man- 
power situation. The shortage of labor has 
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been particularly acute in iron foundries 
and forging shops. These industries are 
also severely affected by hot weather. As 
a result, castings and forgings have been 
bottlenecks, particularly affecting produc- 
tion of heavy trucks, tractors and other 
military equipment. With the Armed 
Services attaining their enlistment goals, 
the industrial manpower outlook may be 
somewhat brighter. 

War expenditures, after touching a new 
monthly high of $7,957 million in June, 
decreased slightly in the first half of July. 
In this period they were $3,338 million, 
or $236 million less than in the first half 
of June but $158 million more than a 
year ago. The June total was 1% higher 
than in May. Appropriations made in 
June brought the total war program to 
$393 billion, while expenditures since the 
beginning of the program on July 1, 1940, 
reached almost $200 billion. 


RECONVERSION IN QUESTION 


The accelerated pace of the war raises 
the question whether appropriations may 
not be near their maximum. Progress of 
the Allied armies and troubles within Ger- 
many provide the basis for speculations as 
to an early end of the war in Europe, and 
consequently to a reduction in expenditures 
and in the rate of munitions manufacture. 
Terminations and reconversion problems 
are also thus brought to the fore. Quite 
recently, however, the War Department, 
in opposing reconversion, gave assurances 
that cutbacks were small in comparison 
with the munitions program. The Mari- 
time Commission said that no cutbacks 
were in immediate prospect. 

Despite the cold shoulder of the auto- 
mobile manufacturers toward reconversion, 
and toward the preparation of new models 
which was recently authorized by the 
WPB, the entire war situation lends en- 
couragement to the tendency among offi- 
cials of the WPB to give greater attention 
to reconversion problems. 

These changing aspects of the war situa- 
tion have been dramatically reflected in 
the stock market. Trading on the New 
York Stock Exchange in June was the 
largest of any month in four years. Prices 
of industrials and rails went to the highest 
figures in four to seven years. Active trad- 
ing in the first half of July extended the 
gains a little further and then the news 
of troubles inside Japan and Germany un- 
settled the market—apparently on the 
theory that this country was not prepared 
for early reconversion. Liquidation, how- 
ever, was not heavy, as most traders and 
investors seemingly suspended judgment 
until further light could be thrown on the 
situation. 


THE CONFERENCE BOARD 


There was a gain of 10% in total retail 
sales in May over a year ago. Sales of 
leading mail and chain stores in June were 
2.1% greater than a year earlier. 


ORDERS AND SHIPMENTS RISE 


Manufacturers’ new orders soared in 
May to an all-time high as the adjusted 


Shipments by Manufacturers 


Source: THs CoNnFERENCE BoarD 


Index Numbers, 1935-1939 =100 


a 1937 1938 1939 1940 1941 1942 1943 1944 


index of Tue Conrerence Boarp rose 
31% over April to 362. This level com- 
pares with 282 in March and 276 in April. 
The index for May was 25% higher than 
for May, 1943. This spurt is believed to 
reflect preparations for invasion. 
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Shipments continued to rise since 
March, and were higher in May than at 
any time except February, 1944. The in- 
dex of unfilled orders turned upward, af- 
fected by increases in nondurable goods, 
iron and steel, and machinery. Although 
backlogs have declined 15% over the past 
year, the trend may have been reversed 
by the upsurge of new orders. 

Total inventories continued the slow but 
steady decline which began last winter. 
Durable goods inventories, shipments, and 
backlogs have been relatively stable, but 
new orders have continued to rise since 
the March low. Nondurable goods inven- 
tories are also stable, but new orders, ship- 
ments, and unfilled orders have turned 
upward. 


CARLOADINGS STEADY 


Railroad ton-miles of 63 billion were 
about 8% greater than a year ago al- 
though a little smaller than in May. In 
the first half of the year, carloadings were 
4.7% higher than a year earlier. On the 
basis of the forecast for the third quarter, 
little change is indicated in the general 
business situation, as the Shippers’ Advi- 
sory Boards expect carloadings to be less 
than 1% above those of a year ago. 

The largest percentage increase of 31% 
is anticipated in carloadings of agricultural 
implements and vehicles other than auto- 


Manufacturers’ Orders, Shipments and Inventories 


Source: 
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Index Numbers, 1935-1939=100; Seasonally Adjusted 


Item 


Inventories.................. 
Durable goods sseaqaceniceaenes 
Nondurable goods............. 
Boots and shoes.............. 
Chemicals uae Gt aacrc ora 


Papen coun cee ees 


Shipments.................. 
Durable’ goods!=ane nis ee 
Nondurable goods............. 
Boots and shoes.............. 
Chemicals Wate ce eee 
‘Metal products...-. 0022s -.. 
Paperh. tat. Seas eienr 


New ‘Ordersy.c0 7 hcsossecnes 
Durable'goodsymera sae ae 
Metal products..............- 
Paperiey oe eee 


Unfilled Orders.............. 
Durable;goods\anr. aaae aes 
Nondurable goods............. 
Tron and steel.c:oags oacenignemes 
iMetaliproducts:cen esos 
Railroad equipment 
Lextilesstaarmies sie. eee 
aApril, 1943, 


bPercentage change, March, 1944, to April, 1944. 
cPercentage change, April, 1943, to April, 1944. 


19438 Percentage Change 
April, 1944 | May, 1943 
May to to 
May, 1944 | May, 1944 
179.2 -0.2 -5.8 
207.1 +0.2 =O 
139.9 -1.2 4.9 
100 2 +6 
164 a +1 6b +12 ¢ 
178 —4 -10 
133 -l +5 
275 +2 +4 
339 -l +4 
196 +8 +6 
156 +16 +19 
258 a +1 0b +1 oc 
368 -3 +3 
181 +12 +14 
290 431 425 
367 +20 -2 
654 +28 -15 
155 +10 +6 
930 +1 -15 
1,286 d -14 
477 +7 -18 
734 +5 -2 
1,996 a -6 b) -25 ¢ 
1,714 a 2 0b -49 ¢ 
299 -5 -31 
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SELECTED BUSINESS INDICATORS 


1944 1948 Percentage Change 
pies Unit May, 1944 | June, 1943 | 186 Months, 
June May April March June ran os 44 Tete 40 44, | 1st Degas 
ah ee 
‘otal (FRB) (S)........ ava telars & ayers 1935-39 = 100 235 23 
Manufacturing (FRBY (S)........1] 1985-39 = 100 4 Q51 ss os er a he ae ty " 
Durable goods (FRB) (8)....... 1935-39=100 || > 352 357 361 364 358 -1.4 “E731 
een Nlcteteitiave se wiaieiirmnarc-erelets talent we Ak 000 net tons Yea Uf 7,680 7,569 7,820 7,039 -6.0 42.5 +2.7 
ae TOMB aicrcieitie) is aye se erence 000 net tons 5,057 5,343, 5,243 5,434 4,836 —-5.4 +4.6 +3.7 
Soe Bsoatatratic tats ittonePare net tons 93,958 98,580 95,280 99,118 102,126 4.7 -8.0 -5.3 
Fig OT net tens 39,755 45,903 50,154 55,324 41,317 -13.4 -3.8 +9.8 
Gl spec eee eee ee eeeee net tons 73,071 80,497 80,405 86,037 78,865 -9.2 -7.3 -0.5 
98 CONCAINETS! 6.cys, «4.2 )0)2 ein te)» 000 gross 8,966 8,866 8,582 8,842 7,874 +1.1 +13.9 +12.4 
en ete aee ec ee esses ees million bd. ft. |} e 2,826 2,791 2,528 2,554 2,907 +1.3 -2.8 -3.0 
at ise ib ae, FO Col 000 dollars 42,238 | 41,712 |r 41,370 |r 51,907 | 108,736 +13 61.2 -59.4 
achinery ( Je pra ahetete tees cticr’ 1935-39=100 ip 439 440 445 |r 453 441 —0.2 -0.5 +3.5 
Transportation equip.(FRB) (S)|| 1935-89=100 ||» 721 |r 728 |r 730 7134 743 -1.0 -3.0 +4.9 
Nondurable goods (FRB) (S)...|| 1935-89=100 |p 169 |r IE) lip WA jlce ale gas 177 0 4.5 -1.0 
Cottontail occ oe bales 805,735 831,889 176,007 902,102 918,433 3.1 -12.3 -10.9 
IWGOlErerci rere acs ia sek oere's million pounds na. |p 58.4 50.7 58.6 53.7a || +15.26 +8.8¢ +0.1d 
RAYON Yarns ey... reat oe oo col million pounds] p 44.4 |r 45.4 43 .2 45.6 39.6 3 412.1 +8.6 
Food prod., mfd. (FRB) (S)...|} 1985-39=100 |p 153 |r 154 157 159 144 206 46.3 49.4 
Chemicals (FRB) (S)........ 1935-39=100 ||p 324 |r 325 |r 323 |r 841 399 -0.3 -18.8 -9.8 
Newsprint, North American. . .|| short tons ’ 330,005 347,204 310,714 332,161 348,657 -5.0 -5.3 +0.5 
TEIN a yn an an cra ae eee % of capacity 92.6 90.9 89.5 90.1 84.8 +1.9 +9.2 +2.2 
PADCLDORI weetciesic oa csek eee % of capacity 96 96 96 95 94 0 +2.1 +3.1 
Boots and shoes.............. thous. of pairs |] e 40,500 39,683 | r 36,854 42,212 39,614 +2.0 +2.3 f 
: Cigarettes (amall) 2a c28Aw Se millions n.d. 21,065 18,778 19,956 18,4764 +12 .2b +14.0e +0.3d 
Mining (FRB) (SS) heme cnr 1935-39=100 |p 143 143 140 139 117 0 422.2 +10.4 
Bituminous (Cal is ee rete 000 net tons || p 53,395 55,220 49,600 54,330 34,385 -3.3 +55 .3 +12.3 
Anthracite uemana tte cece: 000 net tons |} p 5,618 |r 5,848 5,202 5,576 3,244 -3.9 +73 .2 +13.6 
Crude petroleum®............. 000 barrels e 4,600 4,558 4,453 4,411 3,977 +0.9 +15.7 +14.2 
ile DOWCR ny cine arse <- million kwh 4,283 4,240 4,338 4,419 4,060 +1.0 +5.5 +10.8 
Construction’. oo Mine en te 2ee8 RSA Se 000 dollars 163,866 144,202 179,286 176,383 229,599 +13.6 -28.6 —48.1 
Heavy engineering—Public®........ 000 dollars 25,048 23,984 29,348 26,123 50,444 +4.4 -50.3 -56.7 
Heavy engineering—Private®....... 000 dollars 6,514 10,731 6,912 9,022 18,180 -39.3 64.2 -12.8 
Munitions Production.......... 1943 =100 Tepe tee eee LESS 7 7, 95a +0.9b | +20.0c | +29.5d 
Wari Coctsiassace et ts deters ois million dollars 7,567 7,879 7,346 7,726 7,469 -4.0 +1.3 +12.9 
Distribution and Trade H 
Warloadings;totales. @ 3 oisie a ate crnes thousand cars 874.0 856.6 819.0 784.2 799.9 +2.0 +9.3 +5.0 
Carloadings, miscellaneous‘......... thousand cars 385.8 381.3 381.5 376.3 380.6 +1.2 +1.4 +1.6 
Retail trade (NICB) (S)........... 1935-39 = 100 n.d. 1720 |r 169.5 |r 176.0 158. 5a +4.4b +11.7% +4.3d 
Department store sales (S)......... 1935-39 = 100 175 r 183 r 173 r 185 167 4.4 +4.8 +6.3 
Variety store sales (S)............. 1935-39 = 100 n.d. 161.9 161.6 166.0 149 .2a +0.2b +8 .5¢ +3.1d 
Rural retail trade (S).............- 1929-31 =100 n.d. 175.8 187.9 224.5 174. 9a -6.4b +0.5¢ —4.7d 
Grocery chain store sales (S)’........ 1935-39 = 100 n.d. 178.3 169.3 169.8 161.54 +5.3b | +10.4c +3.9d 
Magazine advertising linage........ thous. of lines 2,993 3,456 3,709 8,537 2,360 -13.4 +26.8 +33.9 
Commodity Prices 
All commodities (BLS)...........- 1926=100 p 104.3 | p 104.0 103.9 103.8 103.8 +0.3 +0.5 +0.6 
aware terials: ieee cssts recs acs 6 ose 1926 =100 114.2 |p 113.0 113.2 113.4 114.3 +1.1 -0.1 +1.2 
Semimanufactured articles........ | 1926=100 93.8 93.7 93.6 93.7 92.8 +0.1 +1.1 +0.7 
Manufactured products.......... 1926 =100 p 100.9 | p 100.9 100.8 100.5 100.1 0 +0.8 +0.2 
army products iene me cjat ciaw ects ov 1926 =100 125.0 | p 122.9 123 .2 123.6 126.2 +1.7 -1.0 +0.6 
OOS eters rete «5 Seve tee 1926 =100 106.5 105.0 104.9 104.6 109.6 +1.4 —2.8 -2.6 
Sensitive industrial (NICB)‘........ 1929=100 95.8 95.9 95.9 95.9 95.9 -0.1 -0.1 if 
Sensitive farm (NICB)4...........- 1929=100 120.9 121.2 121.8 121.9 117.7 -0.2 42.7 +2. 
Retail prices (NICB).............- 1926 =100 p 99.7 99.7 99.3 98.7 101.6 0 -1.9 -0.8 
Securities 
Total stock prices(Standard & Poor’s)|| 1935-39 = 100 101.5 97.2 95.1 96.6 96.7 +4.4 +5.0 +8.1 
Industrialssaiesiinie » icass « catwle 1935-39 = 100 103.9 99.0 96.5 98.2 99.38 +4.9 +4.6 +7.0 
Railroads rset ote tis scelerh secs sie 1935-39 = 100 100.8 99.3 $7.3 98.7 94.3 +1.5 +6.9 +11.7 
(OLaIR A Gc. au CAO G CREED Oeics 1935-39 = 100 89.6 87.8 87.3 88.4 84.7 +2.1 +5.8 +12.9 
Total no. shares traded N.Y. Stock Ex.|| thousands 45,837 21,247 18,440 34,868 32,704 +115.7 +40.2 -24.4 
Corporate bond yields (Moody’s). . .| per cent 3.05 3.06 3.08 3.09 3.14 -0.3 -2.9 -3.6 
Financial Indicators 
Bank debits, outside New York City.|} million dollars |} 42,613 | r 36,067 34,933 39,411 34,959 +18.2 +21.9 +13.9 
New capital corporate issues........ 000 dollars 36,373 32,616 73,464 45,456 29,999 +11.5 +21.2 +91.6 
Refunding issues..........-..-+--- 000 dollars 84,004 184,091 107,636 103,535 95,813 -54.4 -12.3 +165.1 
Comm., industrial and agric. loans‘. .|| million dollars 5,937 5,958 6,156 6,367 5,606 -0.4 +5.9 +4.9 
National income payments. ........|| million dollars na. |p 12,277 |r 12,493 12,871 11,252a -1.7b +9.1c +11.8d 


Money in circulation, end of month. million dollars || p 22,482 | 7 22,160 21,552 21,115 17,421 +1.5 +29.1 +29.8 


j ] variation 1Shipments 2Consumption, cigarette consumption measured by tax-paid withdrawals 3Average daily 4Average weekly 5, W. Dodge 
Peay Nouuisntmacace weekly 4 7Grocery and cemabination chain store sales. aMay, 1943 bPercentage change, April, 1944, to May, 1944 cPercentage change, 
May, 1943, to May, 1944 dPercentage change, first 5 months, 1943, to first 5 months, 1944 eEstimated fLess than 0.05% pPreliminary rRevised n.a.Not available 
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miles, a rise that would reflect relaxation 
of WPB bans on the use of steel and other 
materials. Other large gains are indicated 
in shipments of citrus fruits, canned goods 
and fertilizers, while fewer carloads of 
building materials (including cement, 
gravel, sand and stone, and brick and clay 
products) will be hauled. Although small 
in percentage change, the greatest in- 
creases in numbers of cars are scheduled 
for coal and ore. Likewise, petroleum load- 
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ings will show a change, the greatest 
quantity decrease apparently reflecting an 
increased use of pipe lines. 

Seven of the thirteen districts of the 
SAB plan increased loadings. The most 
pronounced increases are expected to occur 
in the Pacific coast and Central Western 
districts, and the greatest decreases in the 
Southwest and Southeast areas. 


Wiu1am J. Nowe 
Division of Business Statistics 


Industry Highlights 


ITHIN the past few months pro- 

duction and shipments of nearly all 
metals have passed their peak. Steel ingot 
production, for instance, was 2.7% greater 
in the past six months than in the similar 
1943 period, but weekly tonnage produc- 
tion has been tapering off since the March 
peak, so that in June it made the lowest 
monthly average, with one exception, since 
last July. Shipments of finished mill prod- 
ucts in the first five months increased 5.2% 
over the similar year-ago period, and six- 
month shipments by the United States 
Steel Corporation were 5.9% higher than 
in the first half of 1943. 

Hot weather, plus the manpower situ- 
ation, has been keeping steel operations 
several points below rated capacity. Even 
when the weather moderates, the trade 
fears that labor conditions will hold out- 
put down. A shortage of at least 40,000 
employees is reported to be causing a 
deficit of about 500,000 tons of ingots a 
month, an amount equaling over 6% of 
June output. Buying in July has been 
heavy, extending many deliveries into 
1945. The emphasis on shell steel and 
plates threatens to take semi-finished steel 
away from other products, particularly in 
heavy goods. In order to meet the antici- 
pated peak in requirements in October and 
November, order books are being pared 
and readjusted wherever the customer’s 
position will permit. 


COPPER OUTPUT LAGS 


After running to new high levels in the 
spring, shipments of copper in June de- 
creased to 141,000 tons, about the monthly 
average for the half-year. The total for 
the six months was .4% larger than in the 
first half of 1943. Refined output in this 
period was only 569,000 tons, or 5% less 
than a year earlier. As in various other 
metals, the lag in June was accentuated, 
and included both mines and refineries. 


The cause was shortage of labor. Domestic 
crude output of 88,526 tons in June was 
the smallest in about two years. With 
the aid of large imports, however, supplies 
are well adjusted to war-essential needs. 

The heavy-artillery program has made 
particularly strong demand for copper- 
alloy rod (brass), and capacity is being 
enlarged although the major difficulty at 
the mills is reported to be lack of man- 
power. The WPB places alloy-rod capacity 
at 47,000 tons a month, but output is run- 
ning about 5,000 tons less. Copper tubing 
for shell bands is reported to be short. 
Brass-strip mills are said to have ample 
capacity, but demand for other products 
prevents full utilization. 


LIGHT METALS EASED 


Production of aluminum, magnesium, 
slab zine and refined lead, after running 
to high figures last winter, have registered 
distinct declines toward midyear. In zinc, 
the trend has been partly owing to lack 
of manpower but in the two light metals 
there is a definite policy of curtailment, 
supplies having outrun the most urgent 
war needs. 

Primary and secondary aluminum out- 
put and shipments of aluminum products 
were each approximately one-third greater 
in. the first quarter than a year earlier. 
Product shipments continued to rise from 
the latter part of last year through the 
early months of this year but primary out- 
put made its peak in October. Production 
figures for the past few months have not 
yet been announced but previously pub- 
lished plans of curtailment indicate that 
June primary production must have been 
well below that of March. 

Magnesium output in the first four 
months of 1944 was nearly 70% higher 
than a year earlier, but the current trend 
is similar to that in aluminum. Because 
these two metals are in easier supply, the 
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Chart 1: Slab Zinc Shipments and 
Stocks 
Source: American Zinc Institute 


Thousands of Net Tons 


1943 


1939 1940 1941 1942 


WPB is relaxing restrictions. In fact, 
about the only reason for any regulation 
on their use is to conserve manpower. In 
some instances, the substitution of these 
metals for others will save manpower. 

Shipments of zinc in the first half of 
1944 were 6% less than a year ago and 
stocks have continued to rise but at a 
slower rate than a few months ago, as 
shown in Chart 1. Lead shipments in the 
first six months of this year were 3.8% 
larger than a year ago. 


COAL STOCKS LOW 


Large expansion of strip mining, unin- 
terrupted work, and longer working days 
in 1944 accounted for increased produc- 
tion of bituminous coal in the first half 
of this year. Total production of bitumi- 
nous coal for the six months ended in 
June, 1944, was 12.3% greater than in 
the corresponding 1943 period. Much of 
this gain consisted of strip-mined and low- 
grade coals suitable only for railroad or 
industrial steam use. 

Consumption has continued larger than 
production, causing the number of days’ 
supply of the principal consumers to fall 
far below corresponding 1943 stocks, as 
shown in Table 1. There continues a seri- 
ous shortage of coal for by-product coke, 
special purposes and domestic use. 


LUMBER SUPPLY TIGHTENING 


Equipment and manpower shortages 
continue to retard lumber production. 
Meanwhile, with large-scale reconstruction 
of port facilities by the Armed Forces and 
boxing and crating needs intensifying, 
stocks have been seriously depleted in the 
past two years, as shown in Table 2. These 
stocks, moreover, include lumber unsuit- 
able for either military purposes or essen- 
tial civilian needs. 

See p. 160 for the new indexes of the WPB on munitions 


production which throw significant light on demand for 
metals, 
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Table 1: Bituminous Coal Production 
and Supply of Principal Consumers 


Source: Solid Fuels Administration 
Thousands of Short Tons 


Production 

Month 1944 1943 1942 
dETTENE TY, ct aig ora eerie 53,800} 47,804 | 49,032 
Rebruary ee: 52,740] 49,131 | 44,374 
March eee: lee eck 54,330} 56,114 | 47,796 
IAD EIlete seco ec citconks 49,600] 49,220 | 48,332 
INMiave aren eee p55,220] 47,417 | 47,860 
QUEER. fence aot. 758,395] 34,385 | 48,220 
A NS ot eae eI .... | 52,207 | 47,832 
AUGUStSee hee Seca 52,432 | 47,851 
September........... 52,214 | 49,843 
Octobery-4acce: 49,303 | 51,791 
November........... 44,643 | 47,474 
December........... 54,130 | 49,595 
Monthly Average. . 49,083 | 48,333 


Days’ Supply of Principal Consumers 


June 1, | May 1, | Junel, 
1944 1944 1943 
Electric power utilities} 83 79 113 
By-product coke ovens| 23 22 37 
Steel and rolling mills. 28a 26a 39a 
Coal gas retorts...... 50 44 84 
Cement mills........ 5la 56a 47a 


ieee pice enol companies reporting national 

Losses of manpower to the Armed Serv- 
ices continued during the first half of 1944. 
Relinquishment of workers to other indus- 
tries was less than in the correspond- 
ing 1943 period because logging and lum- 
bering activities were added to the Pro- 
duction Urgency List for labor referrals. 
Nevertheless, the number of workers em- 
ployed in lumber and basic products was 
55,000 below a year earlier, as of April, 
1944. 

Equipment shortages are also a deter- 
rent to production, and little relief is of- 
fered by WPB. Truck and truck-tractor 
releases to the industry totaled less than 
a third of estimated first-quarter require- 
ments. Furthermore, tractor allocations 
to lumbermen are only half of the esti- 
mated needs for the 12-month period end- 
ing March, 1945. 


PERIL PLANE PROGRAM 


The aircraft industry is concerned that 
recently announced cutbacks in plane pro- 
duction were the beginning of a new trend 
which would accelerate a general exodus 
of workers to industries with more attrac- 
tive postwar prospects. Aware of this fact, 
the Aircraft Production Board has stated 
that these cutbacks would merely pave 
the way for increased output of multi- 
engined bombers and transports. Further- 
more, no other cutbacks are contemplated 
for 1944. 

Despite this assurance, the aircraft 
manufacturers have asked the government 
for sixty to 120 days’ notice on all cut- 
backs or terminations, a time which paral- 
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Table 2: Lumber Production, Ship- 


ments and Stocks 


Sources: National Lumber Manufacturers Association; 
Survey of Current Business 
Millions of Board Feet 
Period Production | Shipments Stocks? 
1940 5s Sete 33,386 36,013 4,764a 
1943 
January..... 2,139 2,512 4,447 
February....| 2,248 2,536 4,197 
March Saas 2,687 2,888 4,024 
April. .ccick 2,770 3,084 3,778 
Miayiemoricnce 2,886 3,046 3,649 
Annual total] 32,294 33,748 
1944 
January..... 2,188 2,278 3,492 
February.... 2,278 2,399 4,190 
March...... 2,554 2,658 4,075 
Aprile sere 2,528 2,665 4,041 
Mayen s. 2,791 2,722 4,085 


1 End of month. 
aStocks for December. 


lels the aircraft manufacturing cycle. Ade- 
quate notice, manufacturers assert, would 
help both industry and government, first, 
in retaining workers hard to replace and, 
second, in evaluating work in process. 

A fixed rule for advanced notification on 
cutbacks and cancellations is not feasible, 
according to War and Navy Department 
representatives who testified at a hearing 
on July 12 on the George-Murray Bill on 
demobilization and postwar adjustment 
now in committee. Both representatives 
emphasized that in many cdses advance 
notice results in production slowdowns and 
loss of manpower detrimental to the war 
effort. 

The trend in aircraft output is indicated 
in the article “New Munitions Indexes,” 
on page 160. 


OIL SUPPLIES TIGHTEN 

Oil producers are concerned about main- 
taining production to meet war and do- 
mestic needs in 1944, as manpower short- 
ages in the steel, forging and casting in- 
dustries are retarding the manufacture of 
oil-production equipment. Meanwhile, 
with 1,658 well-drilling rigs in operation 
as compared with 1,502 and 1,330 operat- 
ing in the June and March quarters, re- 
spectively, the current supply conditions 
in oil-production equipment are deteriorat- 
ing steadily. 

Despite this disturbing medium-term 
outlook, however, production continues to 
forge ahead. Crude-oil production, aver- 
aging about 4.6 million barrels daily dur- 
ing the week ended July 15, reached a new 
peak less than 4,000 barrels below PAW’s 
daily recommendation for July. 

Conversely, gasoline stocks dropped pre- 
cipitously during the week, reflecting an 
intensified demand by the Armed Forces. 
Stocks of gasoline at the week end totaled 
about -82.3 million barrels, or nearly 1.5 
million barrels below the preceding week. 
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Because of increasing demand for tetra- 
ethyl lead in high-octane gasoline for the 
Armed Services, household gasoline was re- 
duced to 70 octane rating from 72 on- 
July 14. 

Although fuel-oil supplies rose to 37.2 
million barrels at mid-July as compared 
with 33.1 million in the corresponding 
1943 period, the improvement offers little 
comfort to the eastern seaboard states. 
Heating-oil shipments through the Little 
Inch pipe line are being reduced to make 
way for military products, and the Armed 
Services have requisitioned 5,000 tank cars 
formerly used for civilian needs. 


LOWER ELECTRIC OUTPUT 


With aluminum production and other 
phases of the war program tapering off, 
the output of electric energy in the first 
half of this year has been receding since 
the second week in January, as shown in 
Chart 2. The four-day holiday observed 
by many war industries on the East coast 
and in Central states caused electric out- 
put during the week ended July 8 to drop 
precipitously to 3.9 billion kilowatt-hours 
from 4.3 billion kilowatt-hours, or 8.9% 
from the previous week. This record was 
less than 1% above the level of a year 
earlier. 


Chart 2: Weekly Output of Electrical 
Energy 


Source: Edison Electric Institute 


Billions of Kilowatt-hours 


4 JAN. FEB. MAR. APR. MAY JUNE JULY AUG, SEPT. OCT. NOV. DEC.. 


Electric output rebounded from its holi- 
day low to 4.4 billion kilowatt-hours in 
the week ended July 15, the highest in 
fifteen weeks. Although output of muni- 
tions is scheduled to rise 13% in the sec- 
ond half of the year, demand for power 
may be largely offset by curtailment of 
aluminum and magnesium production, 
both being extraordinary users of elec- 
tricity. 


THIRD-QUARTER PAPER SUPPLY 


Expanding and shifting military paper 
requirements have been reflected in the 
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minimum paper and paperboard produc- 
tion levels established by the WPB Pulp 
Allocation Office. Minimum output for the 
third quarter is expected to be about 
6,000 tons higher than for the second 
quarter, but further cuts in civilian sup- 
plies are forecast. Pulp allotments are 56,- 
000 tons lower, as follows: 


Table 3: Scheduled Wood Pulp Allo- 
cations and Paper and Paperboard 
Production, by Quarters 


In Tons 
Period Wood Pulp - Be meee 
1944 
Ist quarter, 3. ..... 2,511,180 4,196,511 
Qnd quarter....... 2,656,539 4,335,353 
8rd quarter....... 2,600,603 4,341,637 


1Minimum production. 


The scheduled increase in coarse paper 
production is largely for asphalt-lamin- 
ated-waterproof paper for the Army, and 
there is no sign of an easing in the wrap- 
ping- and bag-paper shortage. War needs 
for shipping sacks, tissue and absorbent 
paper are responsible for the increases in 
these categories. Container board output 
is also scheduled to rise, in line with larger 
shipments to the Armed Forces overseas. 
Newsprint, book and groundwood print- 
ing paper, sanitary and fine papers are un- 
changed. Special industrial paper and 
building paper are cut, as are setup box- 
board, building board, and miscellaneous 


board. 


CHEMICAL OUTPUT EXPANDS 


Output of industrial chemicals rose dur- 
ing May with few exceptions. Each im- 
portant acid—sulphuric, hydrochloric, ni- 
tric and phosphoric—registered a gain over 
the preceding month. Methanol produc- 
tion, both natural and synthetic, was high- 
er than in April. The decline was moder- 
ate for molybdate orange, a pigment, and 
very slight for ammonia, sodium hydroxide 
made by lime-soda process, and solid so- 
dium silicate (water glass). The Federal 
Reserve index of industrial chemical pro- 
duction reached 410 (1935-1939=100) in 
May, compared with 408 in April, and 356 
in May, 1943. 


TEXTILE FIBER CONSUMPTION 


Data for the first half of 1944 reveal 
a decline of 11% for cotton consumption 
and a gain of 8% for rayon yarn and 
staple fiber as compared with the first half 
of 1943. Since the peak in cotton-mill ac- 
tivity, reached in April, 1942, raw cotton 
use has declined 19%, from almost 1 mil- 
lion bales to 805,735 bales in June, 1944. 
But consumption of 58.8 million pounds 
of rayon yarn and staple fiber in June, 
1944, was 16% greater than in April, 1942, 
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Chart 3: Consumption of Cotton and 
Rayon 
Sources: Bureau of the Census; Textile Economics Bureau 
Index Numbers, 1939 =100 


1942 1943 1944 


1939 


1940 194) 


and only 3% below the record level of 
60.5 million pounds in March, 1944. 


FERTILIZER USE AT PEAK 


For the fiscal year ended June 30, 1944, 
fertilizer consumption set a new record 
13% higher than in the preceding year. 
This was indicated by tax-tag sales of sev- 
enteen states reported by the National 


Table 4: Fertilizer Tax-tag Sales 
Source: National Fertilizer Association 
Thousands of Tons 

Period Sales 
Fiscal Year 
938=39 Fret. 4 ee ee eee 5,386 
LOS9=40. eee et oe. Pees eee Pe 5,493 
T9400 R41 eee ii te he eee 5,768 
TOA Ae ee. See, Petes eet ea hearer 5,939 
1942 AS 5 poet aan ee. A Soh es 6,749 
LO4S=44. peter Sete wile een ae eee 7,601 
Fertilizer Association. Increases were 


shown by all states except one. Florida 
registered the most substantial gain. Ar- 
kansas reported a slight decline. Buying in 
the past fiscal year was characterized by 
the larger-than-normal proportion which 
took place in the July-December period. 


Table 5: 


Source: 


Sales of Retail Stores 
Department of Commerce 
Millions of Dollars 


Month 1944 1943 % Change 
Januaryaae eee 4,926 4,452 | +10.6 
February 4,827 4,459 +8.3 
March see aece a selfs ea 5,592 5,002 | +11.8 
April 5,408 5,212 +3.8 
May6%. Sueno 5,726 | 5,184] 410.5 

blmonthsy eee 26,479 | 24,309 +8.9 


RECORD RETAIL TRADE 


May retail sales were unusually high, 
exceeded only by the Christmas buying 
peaks of the past three years. At $5.7 
billion, trade was 6% higher than in April 
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and more than 10% above a year earlier. 
Apparel stores and building materials and 
hardware groups registered the largest 
gains over a year ago, as both durable and 
nondurable goods stores reported increased 
sales. With sales for the first five months 
of this year up 9% from the same period 
of 1943, record-shattering volume is indi- 
cated for the fourth consecutive year. 


DROUGHT THREATENS CANNING 


Although the Department of Agricul- 
ture reported good prospects in the spring 
for fresh fruit and vegetable crops, with 
a supply 20% larger than in 1943, the 
June-July drought in southern and south 
central states appears to be inflicting con- 
siderable damage to truck crops and pas- 
tures. This may depress both canning op- 
erations and, indirectly, dairying. 

A 20% reduction in civilian supplies of 
canned vegetables and a 15% reduction 
in canned vegetable juices, mainly tomato 
juice, is the outlook for the distribution of 
this year’s pack. War requirements for 
canned vegetables have gone up 70% this 
year. Canned fruits for civilians will be 
somewhat less plentiful than last year, 
but canned fruit juices will be about the 
same. 

Table 6: Estimated Livestock 
Slaughter 
Source: Department of Agriculture 


Millions of Head 


Stock 19441 | p1943 | 11942 | 1941 
Gattlent. ices 20.0 | 17.7a} 18.0 | 16.4 
Calvescemre arr. aliMety ie Loeteyal) Seley 9.3 
Hogsiea.scsscone 101.0°| 95.3a] 78.5 | 71.4 
Sheep and lambs.| 23.0 | 27.1 | 25.6 | 22.3 

Total..*.......}155.5 {150.0 {181.7 |119.4 
1Forecast. 


aProbably includes an indeterminable number of animals 
slaughtered on farms for nonfarmers and slaughtered by 
or for nonfarmers for their own use. 
pPreliminary. 
vised. 


Although butter supplies will be down 
somewhat, there will be no significant 
change in the supply of dairy products. 
Production of other edible fats and oils 
will be higher than ever before. 


FEWER EGGS SET 


Stimulated by soaring consumer demand 
and by outright government purchases and 
support programs, poultry and egg produc- 
tion rose to all-time highs this past year. 
Farm sales of chickens in 1943 reached 
617 million birds, 41% over 1942 and 62% 
over the 1932-1941 average. Egg sales 
rose from 4.1 billion in 1942 to 4.6 billion 
in 1943. 

Relatively higher feed prices this year 
and an easing in the consumer meat sup- 
ply, as well as an apparently over-extended 
production of eggs and chickens, have con- 
tributed toward a break in the egg mar- 
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ket, which reaches back to hatchery op- 
erations. In April of this year, eggs set 
were down 18% and in May down al- 
most 50% of those set in 1943. Despite 
the reduction in planned poultry produc- 
tion and lower prices, egg output may 
reach 5 billion this year, largely due to 
the exceptional production of this past 
spring. 


MEAT SITUATION CHANGING 


The brightening prospects for the feed 
grains’ are changing the character of meat- 
production estimates. The War Food Ad- 
ministration’s goal was for a slaughter of 
35 million head of cattle, but the Bureau 
of Agricultural Economics estimates the 
1944 slaughter at 31.5 million. Although 
the estimate for lamb and sheep slaughter 
is down about 15% from the 1943 level, 
the hog picture is improving momentarily. 
Since the corn harvest may be better than 
the delayed spring plantings indicated, the 
28% reduction in hog farrowings as com- 
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pared with the 1943 record, may be tem- 

pered by changes in farmers’ plans. Table 

6 summarizes the livestock slaughter pic- 

Table 7: Estimated Meat and Lard 
Production 


Source: Department of Agriculture 
Billions of Pounds 


Meat 19441 | pl943 | i942 | 1941 
Beef...... 9.5 8.5 8.8 8.1 
Veal acces. 1.3 1.1 1.1 1.0 
Porksseeeee le een lesan ele: 9.4 
Lamb and mutton 9 ia 1.0 9 

Total meat..... 25.5 | 24.2 | 21.7 | 19.5 
Wand sent ce Stans Sel 2.5 2a 
1Forecast. 


2Excluding lard. 
pPreliminary, 
rRevised, 


ture for the last few years and Table 7 
provides the comparable statistics for 
dressed meat and lard production. 


1Department of Agriculture estimates the 1944 wheat 
crop at 1,128 million bushels, 35% greater than in 1943. 
Corn-crop estimates are sanguine, nearly 3 billion bushels 
without weather and harvesting complications. 


Industrial Centers of War Activity 


Gre Ss little more than a third 
of the civilian population, thirty- 
three industrial areas have received ap- 
proximately two-thirds of the $180 billion 
of cumulative war contracts let for sup- 
plies and facilities. From June, 1940, 
through May, 1944, these areas were 
awarded almost $120 billion of prime con- 
tracts. 

Individual area totals range from $1,426 
million for Wichita to almost $14 billion 
for Detroit. The top six areas, each with 
$5 billion or more in contracts, accounted 
for $54 billion, or almost half the total for 
all thirty-three areas. These six areas also 
held 51% of the civilian population. 


PER CAPITA STATUS 


About 45 million civilians reside in these 
major industrial areas and the per capita 
average of war contracts for the group is 
over $2,500—nearly twice the correspond- 
ing national average. Although the per 
capita estimates for the areas vary widely, 
only New York City and Pittsburgh are 
below the United States figure. 

Willow Run, Michigan, has received 
over $16,000 in awards since June, 1940, 
for every person not in uniform. Flint, 
Michigan, is second with almost $8,000, 
and is followed closely by Wichita, Kan- 
sas, with fully $7,000. San Diego and 
Hartford follow with over $6,000 for each 
inhabitant. New York City with seven 
and one-half million inhabitants fared 


poorly with an average of only about 
$1,000. All areas, with less than 800,000 
civilians, except Houston-Galveston, aver- 
aged more than $3,000 per capita. 


NATIONAL TRENDS 


Contracts for supply and facility items 
placed by federal agencies since June, 1940, 
approached a cumulative total of $200 bil- 
lion in May, 1944. Of this sum, more than 
$182 billion had already been awarded by 
the end of 1943. The retardation of place- 
ments begun in the latter half of last year 
steadily continues. Monthly awards thus 
far in 1944 have averaged only $2.5 bil- 
lion, or less than half the average monthly 
rate for the first six months of 1943. The 
monthly rate for the latter half of 1943 
was approximately $3.9 billion. 


SUPPLY CONTRACTS IN MAY 


The net increase in total supply con- 
tracts during May, 1944, was $1.8 billion, 
or about half the amount placed in April. 
The total cumulative value of all supply 
contracts from June, 1940, through May, 
1944, is $164.5 billion. Awards for air- 
craft and parts were increased by $2.5 
billion during May, the greatest monthly 
allotment since the beginning of the war, 
while ship contracts advanced only $600 
million. An urgent demand for ammuni- 
tion, shells, bombs and explosives was re- 
flected in ordnance placements of $6.9 bil- 
lion, more than three times as great as the 
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monthly average in the six months follow- 
ing Pearl Harbor. Cancellations and cut- 
backs of more than $8 billion for miscel- 
laneous supplies reduced the cumulative 
total for these items almost to last sum- 
mer’s level.’ 


FACILITY AWARDS 


Since the closing month of 1943 con- 
tracts totaling a billion dollars have been 
placed for facilities. Approximately two- 


Cumulative Value of Contracts for War 

Supplies and Facilities Let in 33 Major 

Industrial Areas, June, 1940-May, 1944 
Source: War Production Beard 


Detroit icceseeseen 
Los Angeles......... 
Newark-Jersey City. 
New York City..... 
Chicagos2aee. seek 
Philadelphia........ 
Cleveland.......... 


San Francisco Bay. . 
Boston eee 


San Diegor.c oases. 
Milwaukee......... 
Dallas-Ft. Worth... 
KWansasi@ity var: 
Pittsburghieeae eae 
Indianapolis........ 
Albany-Schenectady- 

(LrOViiaccapeae coe 


Wichital? 3502). 


Note: Industrial areas consist of whole counties. The 
areas, which were revised in March, 1944, include all im- 
portant war centers. A mimeographed list of the county 
composition of each industrial area will be sent to Board 
Associates on request. 

1Excludes off-continent or unass :ned contracts. 

2Ranked according to value of contracts awarded. 


thirds of this amount was received for ex- 
pansion and maintenance of nonmilitary 
plant and equipment. From June, 1940, 
through May, 1944, fully $16.5 billion has 
been spent on industrial projects and 
about $14.1 billion for military. 
GrrtrupeE DrutscH 
Division of Business Statistics 
1[t is not possible to determine from the monthly records 


whether these developments reflect simply a ehenae: in 
classification or new placements. 
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Employment Trends 


MPLOYMENT in June, according to 
preliminary estimates, was in the 
neighborhood of 63.5 million persons. Farm 
employment, at its peak for the year, was 
nevertheless below the 1943 high by nearly 
400,000. The number of hired hands on 
farms was fully 250,000 below the June, 
1948, figure. 

Nonagricultural employment (excluding 
the Armed Forces) showed a slight im- 
provement in June, with the drop in fac- 
tory employment less than the average 
monthly decline so far this year and with 
seasonal increases reported in finance and 
service industries. 

For the first time since August, 1943, 
employment in the nondurable sector of 
manufacturing showed a gain. Largely 
responsible was increased employment in 
the food group, although only the chemi- 
cal industry reported a decline of any 
size. 

Now that manpower goals set for mid- 
1944 are in sight, attention is turning to 
ways and means of maintaining high levels 
of employment as some of the pressures of 
war production are eased. 


RECONVERSION AND, MANPOWER 


In the face of recent moves by the WPB 
toward resumption of civilian production, 
various opinions of a controversial nature 
are being expressed as to the effects on 
the labor supply situation at the present 
time of a WPB program for the resump- 
tion of civilian production. 

Timing is apparently the crux of the 
problem of orderly reconversion to peace- 
time production. The objective is both to 
avoid competition for labor between war 
industries and services and those indus- 
tries in process of reconversion which offer 
more permanency in, the long view, and 
to prevent widespread unemployment as 
contracts are terminated for certain types 
of war material. There is unanimous 
agreement at least on the necessity for re- 
conversion to civilian production before 
hostilities cease and without interference 
with the successful prosecution of the 
war. 

Readjustment of production programs 
throughout the country which was begun 
at the close of last year was the first sign 
of a leveling off in pace which has con- 
tinued throughout the first half of 1944. 

While there is some disagreement over 
the actual extent to which cutbacks have 
affected employment in recent months, dis- 
charge and layoff rates reported by the 


Bureau of Labor Statistics do not tell the 
whole story. There is evidence that some 
of the manpower “pinch” in certain war 
industries is the result of voluntary quits 
of workers who are already looking ahead 
to find jobs offering peacetime perma- 
nency. War Manpower Commission re- 
ports reveal the unwillingness of workers 
released from one war job to accept new 
jobs in other war industries even in the 
same locality, much less to be transferred 
to another area of labor shortage. 

Thus, while employment declines are 
taking place month after month in the 
heavy industries, Army production sched- 
ules lag behind their set goals, according 
to reports from the Armed Services, with 
a current net shortage of about 200,000 
workers in such vital war industries as 
shipbuilding, aircraft production, ordnance, 
chemicals, petroleum, and steel. 


WAR INDUSTRIES 
Since the 1943 end-of-year peaks which 
topped the phenomenal rise in employ- 
ment in war industries, more than half a 
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million wage earners have left their jobs 
in the nine industries shown in the accom- 
panying table. While all but two of the 
groups still employed more persons in the 
first five months of 1944 than in the same 
period of 1943 on the average, the declines 
over the six months from the 1943 highs 
ranged from 9,000 in the rubber industry 
to 147,000 in the chemicals group. Only 
in petroleum and coal is the number of 
wage earners still on the increase. 

Manufacturing industries employed an 
average of 5.5 million more wage earners 
in January-May, 1944, than in the same 
months of 1939. Of this number, fully 4 
million were acquired by the nine indus- 
tries, which engaged almost 50% of all 
wage earners in the recent period com- 
pared with less than 30% of the total in 
the first half of 1939. 

Expansion of employment due to the 
war was most marked in the transporta- 
tion equipment industries and much of it 
occurred in the early stages before this 
country was 100% on a war basis. Since 
November, 1943, however, there has been a 
decline of 200,000 workers in this category. 

Such rapid contraction, touched off by 
readjustment in production schedules, ren- 
ders difficult the manning of these essen- 
tial industries for as long as full-scale 


Wage Earner Employment in Selected War Industries,' First Five 
Months of 1939, 1942-1944 
Sources: Bureau of Labor Statistics; War Manpower Commission 
In Thousands 


Air-frame 
and Air- Machin- 
craft Pro-| Ship- | ery and 
duction | building | Machine 
(exclud- | Industry | Shop 
ing Products 
engines)? 

1939 January........ 25 102 187 
February....... ani 106 192 
Marcha... gain: 28 109 194 
ADU acces 32 114 194 
May cette ote 35 117 195 

5-mo. average 29 110 192 

1942 January........ 337 589 374 
February 363 660 382 
March... -...... 383 726 391 
Aptilenc ere 404 803 400 
Mayains. cet 428 883 409 

5-mo. average. 383 732 391 

1943 January........ 716 | 1,478 469 
February 756 | 1,530 476 
March nienas aSene 764 | 1,588 483 
April 829 | 1,628 487 
Mayen «con 829 | 1,641 491 

5-mo. average. 779 | 1,678 481 

1944 January........ 920 | 1,685 499 
February....... 909 | 1,680e) 493 
Marcle ae 895 | 1,656 484 
April taser 873 | 1,630 476 
Mayen nace 855 | 1,611 473 

5-mo. average. 890 | 1,652 485 


jean Electri- : Petro- 
and cal Auto- | Chemi- leum Rubber 
Steel Equip- | mobiles cals and 
ment Coal 
905 166 432 280 101 114 
918 169 425 281 100 115 
935 173 423 291 101 117 
939 174 416 293 101 116 
937 174 383 281 104 116 
927 1) 416 285 101 116 
1,515 329 490 496 122 146 
1,537 337 435 523 123 146 
1,556 342 421 551 124 146 
1,569 348 429 576 125 142 
1,579 352 460 588 126 141 
1,561 342 447 547 124 L4h 
1,693 439 631 715 123 183 
1,715 446 642 726 122 185 
1,726 457 649 134 122 186 
1,729 457 653 744 123 186 
1,718 457 660 739 124 186 
1,716 461 647 732 123 185 
1,721 465 751 666 125 202 
1,714 466 739 658 127 202 
1,691 464 725 626 127 200 
1,664 459 710 602 128 195 
1,656 455 698 593 130 193 
1,689 462 725 629 OT, 198 


1{n aircraft and shipbuilding industries, figures are for all employees. 


21939: wage earners engaged in production of aircraft and i i 
: : i parts (excluding en; , 
1942-1944: employees engaged in final assembly of air frames in United Seater first of month, War M 


Commission. 
eEstimated 


Bureau of Labor Statistics, 
anpower 
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operations continue. Nevertheless, it is 
recognition of the inevitable contraction in 
all industries abnormally stimulated by 
the war effort which prompts the War 
Production Board to pave the way for 
reconversion of industry now. 

The new recruiting schedules set by the 
National Manpower Priorities Committee 
are intended to help resolve this two-fold 
problem of relieving shortages in essential 
war industries and, where possible, of pro- 
viding the labor for resumption of civilian 
production. 


STRIKES 


Strike activity was heightened in May, 
with more strikes reported to have begun 
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in that month than in any one month 
since May, 1916. The 610 disputes re- 
ported involved 290,000 workers, increases 
of 40% and 87%, respectively, over the 
previous month. Man days lost during 
the month numbered 1,400,000, or almost 
two and a half times the amount of idle- 
ness in April. 

From press reports of June strikes, there 
appears to have been no great lessening of 
voluntary idleness as a result of the inva- 
sion of France. After a brief respite on 
D-day and a few days following, strike 
activity continued as before. 


Caryt R, FetpMan 
Division of Business Statistics 


Earnings and Hours in Manufacturing 


HE regular monthly survey of labor 

statistics in twenty-five manufactur- 
ing industries, conducted each month by 
Tue ConrereNcE Boarp, reveals that 
hourly and weekly earnings rose to new 
peak levels in May. The number of hours 
worked in one week and “real” weekly 
earnings were also increased, but employ- 
ment declined, and, as a result, payrolls 
and man hours were lower in May. Wage- 
rate increases granted averaged only 
0.02% for all wage earners. 


EMPLOYMENT 


Employment declined sharply in May as 
a result of a curtailment in twenty-one of 
the twenty-five individual industries. The 
May decline of 2.5%, coupled with small- 
er reductions in the preceding five months, 
served to lower employment to a level 


only slightly above that of September, 
1942, but higher than during any month 
prior to that date. Strikes involving 
large numbers of workers in the automo- 
bile, iron and steel, and northwestern lum- 
ber industries were largely responsible for 
the employment losses in May. As com- 
pared with a year before, the May index 
of employment, 140.4 (1923=100) , shows 
a decline of 4.8%. Since January, 1941, 
however, employment has risen 28.7% and 
the total gain since August, 1939, has been 
66.7%. 
PAYROLLS 

Because the employment losses from 
April to May were greater than the in- 
crease in weekly earnings in the same 
period, total payrolls declined 1.7%. When 
coupled with the reductions in payrolls in 
December, 1943, and in January, March 
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and April, 1944, the May decline served to 
lower payrolls to a level only slightly 
above that of May, 1943, but higher than 
during any month before then. Since Jan- 
uary, 1941, payrolls have expanded 
103.9%, and since August, 1939, they have 
risen 196.2%. 


HOURS WORKED 


The average work week of wage earn- 
ers in these industries was increased 0.7% 
to 45.5 hours in May. This level, while 
the same as in October and November, 
1943, and slightly lower than in Febru- 
ary and March of this year, was higher 
than during any other month in recent 
years. Since January, 1941, average work- 
ing hours have been expanded 5.3 hours or 
13.2%, and since August, 1939, 7.6 hours 
or 20.1%. 

Total man hours, reflecting both the 
substantial reduction in employment and 
the fractional increase in average working 
hours, declined 1.8% in May. The com- 
bined effect of the reduction in man hours 
in December, 1943, and those in January, 
March, April and May of this year served 
to offset most of the gains since Novem- 
ber, 1942. They were, however, higher 
than total man hours of any month before 
that date. Man hours have increased 
45.8% since January, 1941. The advance 
since August, 1939, has amounted to 
100.5%. 


HOURLY AND WEEKLY EARNINGS 


Average hourly earnings of all wage 
earners in the twenty-five industries rose 
to a new peak level of $1.061 in May, or 
0.4% above the April level. The principal 
factor contributing to the advance was the 
reduction in employment. Rises in hour- 
ly earnings occurred chiefly in the indus- 


EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, ALL WAGE EARNERS, 25 MANUFACTURING INDUSTRIES 
Nore: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


SN EeEeEeEeesés____ ll nn a 


Index Numbers, 1928 =100 


“rede ones 
A Aver: ctua! omi : 
Date Hourly Weekly Bor ee de Le Hourly Earnings Weekly Earnings Han et Employ- | Total 
Earnings | Earnings age Wage po per ant deel Payrolls 
ae ota Actual Real a Actual Real a Hare 
ack ae Seti. 1.009 | 945.92 | 45.3| 43.0| 186.5| 179.3| 172.6| 166.0| 92.1| 147.5 | 135.8 | 254.6 
ee Fae (aie Ee ae oN eats area 45.2 | 43.1 | 187.8| 180.6 | 173.5| 166.8] 91.9| 148.6] 136.6 | 257.8 
rite dace eee ee 1020! 4614| 45.0| 43.1| 188.5| 183.4| 173.4| 168.7| 91.5| 148.6] 136.0 | 257.7 
7 ot aac ce 1020! 4695 | 45.1| 43.2| 188.5| 183.9| 173.8| 169.6| 91.7 | 148.8| 136.4 | 258.6 
abe a ae 1036 | 47.13 | 46.3| 43.5| 191.5] 186.1] 177.1] 172.1] 92.1] 149.5] 187.7 | 264.8 
CRN: eae 1.036 | 47.47| 45.5| 43.6| 191.5| 185.0] 178.4| 172.4] 92.5| 149.7] 188.5 | 267.1 
Naseii bet Seah c cent 1041] 47.68| 45.5| 48.6| 192.4] 185.9| 178.8] 172.8] 92.5] 149.8] 138.6 | 267.8 
esther oaeoas | 47.162 45.1.| 43.7. | 193.2 | 186.9) 177.2 | 170.5) 91.7 | 149.6] 197.2 |° 265.1 
J ee 1.046 | 47.661 45.2] 43.7| 193.3] 186.0] 178.7| 172.0] 91.9] 148.1] 186.1 | 264.7 
ape Piet fe 1048 | 48.15 | 45.7] 43.9| 193.7] 187.1] 180.9] 174.8] 92.9] 147.9] 137.4 | 267.6 
See oe eid ae ea 1.053 | 48.41| 45.8| 44.0] 194.6| 187.8] 181.9] 175.6] 93.1] 146.6| 136.5 | 266.7 
KGnIA ee ce ro. 1037 | 48.09 | 45.2] 44.0] 195.4] 187.5r| 190.7 | 173.47} 91.9] 144.0] 192.2 | 260.2 
May ED ti0e1 | 4g's1 | 45.5 | 44.11 196.11 197.51 182.81 174.31 92.51 140.41 129.9 | 255.9 
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tries where employment was curtailed, in- 
dicating that the separations occurred 
among the lower-paid, less skilled workers. 
More overtime paid for at premium rates, 
small wage-rate increases and the trans- 
fer of women workers to more highly-paid 
occupations as they attained more skill 
were also responsible. With the exception 
of January, 1940, when they declined and 
July, 1940, and August and October, 1943, 
when they were unchanged, hourly earn- 
ings have risen in every month since 
August, 1939, or 47.4%. 
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Wage earners in these industries in May 
averaged $48.51 a week. This was an 
advance of 0.9% since April, 58.5% since 
January, 1941, and 77.8% since August, 
1939. Real weekly earnings, reflecting 
higher living costs as well as higher dollar 
earnings, rose 0.5% in May. Despite rises 
in the cost of living, as measured by THE 
ConrereNce Boarp’s prewar index, they 
have increased 42.8% since August, 1939. 


Erne, B. Dunn 
Division of Labor Statistics 


Federal Debt Changes in Fiscal Year 
1943-44. 


N THE fiscal year ended in June the 

direct federal debt increased $64.3 bil- 
lion, of which $60.9 billion represented 
public issues and the remainder special 
issues. 

These borrowings financed a net deficit 
of $49.6 billion; an excess of expenditures 
of trust accounts, government corpora- 
tions, etc., of $4.1 billion; and an increase 
in the general fund balance of $10.7 bil- 
lion. The last is chiefly the result of the 
fifth war loan drive which was launched 
on June 12. From Table 1 it may be 
seen that the major part of the debt in- 
crease took the form of Treasury bonds, 
certificates of indebtedness and United 
States savings bonds. 


DIRECT DEBT 

A fairly constant ratio has been main- 
tained between marketable issues and the 
total direct debt. At the end of the 1944 
fiscal year it was 69%, an increase of only 
one percentage point above 1943. The one 
significant change in the nonmarketable 
issues was an increase of 63% in United 
States savings bonds outstanding.’ 

The Current Tax Payment Act elim- 
inated the need for issuing series-A tax 
notes, of which there are now $109 million 
outstanding, payable in September, 1945. 
Also, the designation of series-C tax notes 
has been changed to savings notes of 
series C. 

An established policy of the Treasury is 
to retire outstanding securities as soon as 
they become redeemable, especially those 
obligations bearing more than 3% interest. 
During the 1943-44 fiscal year, two 314% 
issues, amounting to $1.4 billion and $1.5 
billion, respectively, were retired. The ma- 


1In The Business Record for June, page 134, a table was 
presented showing the sales and redemption of war savings 

nds from the inception of the defense bond program in 
May, 1941. Sales in June were as follows: series E, $1,350 
million; series F, $115 million; series G, $377 million. Re- 
demptions totaled $241 million. There was $81 billion 
outstanding on June 30. 


turity date of the first was in 1945 while 
the other was in 1946. There now remain 
five public issues bearing more than 3% 
interest. The largest, a 4% issue totaling 
$1.0 billion outstanding, is redeemable on 
December 15, 1944, and the others are 
redeemable in 1949 or before. Only one 
other issue is callable in 1945 and that is 
a 234% bond, of which $1.2 billion is 


outstanding. 


Table 1: Federal Debt Outstanding 
as of June 30, 1943, and June 30, 1944 
Source: Treasury Department 
Millions of Dollars 


Item 1944 1943 
Interest-bearing debt..... . .| 199,543 | 135,380 
Public issues............. 185,256 | 124,509 
Marketable. ............ 140,401 | 95,310 
Bonds'!? o6 2g tees 79,440 | 57,716 
INGUCS ai cpt cas eos Bee 17,405 9,168 
Certificates....... 28,822 | 16,561 
Bisa tS re ee 14,734 | 11,864 
Nonmarketable..........| 44,855 | 29,200 
Savings bonds,......... 34,606 | 21,256 
INotesa ee oe an are 9,557 7,495 
Other Sanofi, SRG eae Ie «ae 692 448 
Special issues to trust funds| 14,287 | 10,871 
Noninterest-bearing debt...| 1,460 1,316 
Total direct debt......... 201,003 | 136,696 
Guaranteed debt.......... 1,623 4,100 
Total debtasns sneer nae 202,626 | 140,796 
General fund balance...... . 20,169 9,507 
Governm’t corporation debt 
owned by the Treasury. ...| 10,717 7,535 


A second phase of the Treasury’s debt 
policy is the practice of offering, in ex- 
change for callable bonds, securities which 
bear lower interest rates. For the two 
above-mentioned 314% issues retired in 
1944, 2%, 214%, and 21%4% bonds, to- 
gether with 112% Treasury notes, were 
offered in exchange. This refunding policy 
accounts in part for a lower computed rate 
of interest on the total interest-bearing 
debt. The rate was 1.929% on June 30, 


July, 1944 


1944, as against 1.979% the previous year. 

Almost three-fourths of the special is- 
sues which were outstanding on June 30, 
1944, were those to the Federal Old-age 
and Survivors Insurance Trust Fund and 
to the Unemployment Trust Fund. They 
accounted for $10.4 billion of the $14.3 
billion total. During the 1944 fiscal year 
there was a net increase of $3.4 billion in 
the total of all special issues. 


GUARANTEED DEBT 


Under present Treasury policy, funds 
needed by governmental corporations and 
credit agencies are provided by the Treas- 
ury instead of by the sale of corporation 
securities in the market. As a result, the 
issues which are held by the Treasury and 
reflected in the direct debt increased $3.2 
billion to $10.7 billion, of which the Re- 
construction Finance Corporation issues 
amount to $8.4 billion. By the end of the 
1945 fiscal year, the outstanding guaran- 
teed debt may consist of only $48 million 
in Federal Housing Administration issues. 


Table 2: Guaranteed Debt Outstanding 
as of June 30, 1943, and June 30, 1944 
Source: Treasury Department 

Millions of Dollars 


Item 1944 1943 
Public issues 
Commodity Credit Corporation| 561) 480 
Federal Farm Mortgage Corp. . 43} 932 


Federal Housing Administration 24 23 


Federal Public Housing Author. ot 114 
Home Owners’ Loan Corp..... 819} 1,539 
Reconstruction Finance Corp. . 176| 1,011 


Subtotal j2 Senn noe 


Issues held by the Treasury and 
reflected in the public debt 


1,623} 4,100 


Commodity Credit Corporation| 900] 1,950 
Federal Farm Mortgage Corp. . 366 adhe 
Federal Public Housing Author. 398) 283 
Home Owners’ Loan Corp... .. 580} 212 


Reconstruction Finance Corp. .| 8,416} 5,033 
Tennessee Valley Authority... . 57 57 


Subtotal ssa: gc cee ese 10,717| 7,535 
Totalisic uc cgi ee eee 12,340} 11,635 


During 1944, contingent liabilities de- 
creased $2.5 billion to $1.6 billion, approx- 
imately one-half of which are issues of the 
Home Owners’ Loan Corporation which 
are redeemable on June 1, 1945. 

Like the direct debt, contingent liabili- 
ties are being retired as soon as they be- 
come redeemable. In the past year, more 
than $1.7 billion of these outstanding obli- 
gations were called—3% and 314% Fed- 
eral Farm Mortgage Corporation bonds 
maturing in 1949 and 1964, respectively, 
and 3% Home Owners’ Loan Corporation 
bonds maturing in 1952—exchangeable for 
214%, 244% bonds or 114% notes. 


Lucite B. Locxerts 
Division of Business Statistics 
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BUSINESS RECORD 


Cost of Living in June 


| Doak costs of wage earners’ families 
in the United States remained at the 
same level in June as they were in May. 
The index was 104.4 (1923=100), show- 
ing an increase of only 0.1% over the pre- 
vious year, but exceeding January, 1941, 
the base date of the Little Steel formula, 
by 21.4%. A rise in the index of 24.3% 
occurred from August, 1939, to June, 1944, 
and the increase since November, 1941, 
a month before Pearl Harbor, amounted 
to 12.4%. 


MITCHELL REPORT 


The “Report of the Technical Commit- 
tee Appointed by the Chairman of the 
President’s Committee on the Cost of Liv- 
ing” is in the July issue of The Manage- 
ment Record. This report, which is the 
fifth document to appear on this subject, 
is the work of an independent group of 
well-known experts in the field of price 
studies and indexing, headed by Wesley 
C. Mitchell. It is the fourth report to 
support the index of living costs of the 
Bureau of Labor Statistics. 

The committee made a careful study of 
the index and the other four documents, 
as well as assembling additional data from 
other sources. Its conclusion was that “the 
BLS has done a competent job under very 
difficult market conditions.” It estimated 
that the maximum margin of possible error 
was between 3.4% and 5.1%. This is no- 
where near the 20% which the labor 
groups contended was a conservative esti- 
mate of minimum error. 

The score is now four to one but it is 


reported in the press that still another 
committee is being appointed to analyze 
the work accomplished by all these com- 
mittees, 


JUNE CHANGES 


Decreases from May to June of 0.1% 
in food and 0.2% in fuel and light were 
sufficient to offset the increase of 0.2% 
in clothing and 0.1% in sundries. Seasonal 
declines in prices of green vegetables were 
reflected in a decline of total food costs, 
while reductions in fuel prices were re- 
sponsible for the decrease of the fuel and 
light component of the index. A cost rise 
in women’s clothing was responsible for a 
rise in total clothing costs. 

A decline of 4.5% in food costs from 
June, 1943, to June, 1944, nearly counter- 
balanced increases of 4.4% in clothing, 
2.8% in fuel and light, and 5.8% in 
sundries. Housing remained unchanged 
throughout’ the year. 

The purchasing value of the 1923 dollar 
also remained at the same level of 95.8 
cents in May and June. It was 95.9 cents 
in June, 1943, and 116.3 cents in January, 
1941. 

Indexes for sixty-three industrial cities 
were published in June. From May 15 to 
June 15, total living costs rose in thirty- 
three cities. The increases ranged from 
0.1% in Parkersburg, Philadelphia, Rock- 
ford, and St. Paul to 1.8% in Indianapolis. 
The five cities having the greatest in- 
creases in total living costs were Indian- 
apolis (1.8%), Cincinnati (1.2%), Day- 
ton (1.1%), Chattanooga (1.0%), and 
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Joliet (0.8%). These five also experienced 
the five largest increases in food. They 
were 4.6%, 3.1%, 2.9%, 21%, and 
2.0%, respectively. 

Total living costs declined in twenty- 
three cities, with the decreases ranging 
from 0.1% in eight cities to 1.0% in 
Newark. The change in the cost of food 
no doubt was again responsible for the 
change in Newark, since this city experi- 
enced the largest decrease in food, 2.1%. 
Seven cities experienced no change in liy- 
ing costs — Birmingham, Des Moines, 
Houston, Kansas City (Missouri) , Lewis- 
town (Pennsylvania), Richmond and St. 
Louis. The minimum change was an in- 
crease of 0.1% in four cities. 

Over the month, food, the most impor- 
tant item in the budget, decreased in cost 
in twenty-eight cities. Nine had decreases 
over 1%, the largest ones being Newark 
with 2.1%, Los Angeles with 1.6%, and 
Pittsburgh with 1.5%. Four cities—Den- 
ver, Grand Rapids, Sacramento, and Lew- 
istown—showed no change, while thirty- 
one, or almost half the cities, had increases. 

Annual changes from June, 1943, to 
June, 1944, were made in sixty-one of the 
sixty-three cities, thirty-three showing de- 
creases and twenty-eight increases. In- 
creases ranged from 0.1% in Rochester 
and Trenton to 2.7% in Chattanooga and 
Indianapolis, and decreases ranged from 
0.1% in Milwaukee and St. Paul to 2.6% 
in Newark. Food costs have increased in 
only two cities over the year, Indianapolis 
(2.0%) and Chattanooga (0.6%). De- 
creases ranged as high as 10.5% in Fall 
River, with more than 40% of the de- 
creases being over 5%. 


Mary A. Wertz 
Division of Labor Statistics 


COST OF LIVING ON WARTIME BUDGETS IN THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 


Weighted 
Date Average of Food 

All Items 
94S" Jiinewn ec ack eh ork a 104.3 115.8 
Dad 5 Shasta paeaeeee 103.1 112.4 
PAU CUSGs cece cae cue scsunn 102.8 111.4 
September..............| 103.1 112.0 
October: wets acc eesi.2 103.7 112.6 
INovembersenenses «o> uk 103.7 112.1 
December: cee. 103.9 111.9 
NOFA I ANUALY fasts eine ois cuore 2 103.9 1111 
elruaty sermon ete. 103.4 109.6 
IVE archi sccm cayerstiscsiee ce 103.4 109.2 
Js y obs fl. aid SRS ONS a te 104.1 110.1 
IVE yee icete cccthe ons .ciiers 104.4 110.7 
DUD sr Ae ee theless: 104.4 110.6 


May 1944 to June 1944...... 


0 
June 1943 to June 1944 | 


—4 


1Since October, 1943; data on housing collected quarterly, January 15, April 15, July 
15, and October 15. It is assumed no change has occurred since April 15, 1944, 


*Includes fuel as well as electricity atid gas. 


Ue 
rz) 


1 


Clothing 
Housing! 
Total Men’s Women’s 
Index Numbers, 1923=100 

a 90.8 83.6 938.3 78.9 
90.8 88.9 98.5 79.3 

90.8 89.3 99.1 79.5 

90.8 89.8 99.5 80.1 

90.8 90.6 99.7 81.4 

90.8 90.9 100.0 ane, 

90.8 91.1 100.2 81.9 

90.8 91.2 100.4 82.0 

90.8 91.6 101.0 82.1 

90.8 91.7 101.2 82,2 

90.8 91.9 101.6 S222 

b 90.8 92.3 101.8 82.8 
c 90.8 92.5 101.8 83.1 


Percentage Changes 


+0.2 | 0 
+4.4 +3.6 


+0.4 | 
+5.3 


o_| 
0 


Fuel and Light Purchasing 
Value of 
Total? | Electricity Gas Dollar 
92.5 67.3 94.9 107.1 95.9 
92.5 67.2 94.6 107.2 97.0 
92.6 67.2 94.6 107.3 97.3 
92.6 67.2 94.6 107.4 97.0 
92.7 67.2 94.6 108.6 96.4 
93.1 67.2 94.6 109.1 96.4 
94.9 67.2 94.6 110.0 96.2 
95.1 67.0 94.6 110.5 96.2 
96.0 67.0 94.6 110.6 96.7 
95.3 67.0 94.6 111.5 96.7 
95.3 67.0 94.6 112.8 96.1 
95.3 67.0 94.6 113.2 95.8 
95.1 67.0 94.6 113.3 95.8 
-0.2 0 0 | +0.1 | 0 
+2.8 | -0.4 -0.3 +5.8 -0.1 


aBased on food price indexes of Taz ConrereNcE Boarp for June 15, 1943. 
bBased on food price indexes for May 13, 1944. 
eBased on food price indexes for June 15, 1944. 
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Business Book Shelf 


The Spending Power, A History of the 
Efforts of Congress to Control Expend- 
itures. By Lucius Wilmerding, Jr. New 
Haven: Yale University Press. $3.75. 

Tracing the attempts of Congress from 

1789 to the present to control or at least 

check the expenditures from the funds ap- 

propriated, the author reaches the con- 
clusion that the problem has not yet been 
solved. 

Prior to 1927 the reports made to Con- 
gress did not attempt to show the final ap- 
plication of the public moneys, but record- 
ed only issues from the Treasury, chiefly 
to disbursing officers. Congressional com- 
mittees on expenditures have been ineffec- 
tive. The efforts of Congress to take over 
the auditing machinery of the Treasury 
have likewise failed because the Comptrol- 
ler General is not in a position to report 
on the propriety of his own decisions re- 
garding the payments properly allowable 
against appropriations. The remedy for 
this condition of affairs is not indicated in 
this book, but the author states in the 
preface that he proposes to present his 
views on the subject at a later date. 

Mr. Wilmerding’s connection with the 
United States Treasury from 1935 to 1941 
evidently provided him with a firsthand 
knowledge of the operation of the system 
under which public expenditures are ad- 
ministered. He has also had access to the 
manuscript papers of the House of Repre- 
sentatives and of the Treasury Depart- 
ment, as well as to public documents. The 
product of his painstaking research will be 
of interest to those persons who as gov- 
ernmental officials or as private citizens 
are concerned with the problems of public 


finance. H. K. M. 


Production, Jobs and Taxes. By Harold M. 
Groves. New York: The McGraw-Hill Book 
Company. $1.25. 

“Taxes levied directly upon business con- 

cerns as such are likely to restrain busi- 

ness activity more than taxes upon indi- 
viduals.” 

It is with this emphasis on direct per- 
sonal taxes, to be measured by all income 
and to be paid by the large majority of 
American families, that Dr. Groves, who 
is professor of Economics of the Univer- 
sity of Wisconsin, recommends the revision 
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Cuypz L. Roarrs, Director 
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of the federal tax system in order to ar- 
rive at higher production and more jobs. 

The development and preservation of 
adequate business incentives through prop- 
er taxation will contribute toward high 
levels of production and employment. 

To eliminate duplication in corporate 
and personal income taxes, Dr. Groves 
proposes that the corporation tax be con- 
fined to a withholding levy on dividends 
and an advance payment on income re- 
tained by the corporation for reinvestment. 

Repeal of the excess-profits tax is rec- 
ommended soon after the war on the 
ground that such a tax retards risk-taking. 
The declared-value capital-stock excess- 
profits tax should be repealed now. A six- 
year carry-over for net business losses 
should be allowed so that income taxes 
would be paid out of income, and not out 
of capital. 

The mainstay of the postwar federal 
tax system, the author says, should be the 
personal income tax, with a broad base 
and a high standard rate maintained after 
the war. Some modification should be 
made in the personal tax schedule appli- 
cable to the middle and upper-income lev- 
els. A reduction in these rates by a quar- 
ter or a third is recommended in order to 
allow high incomes to be invested in risk- 
bearing securities. 

An interesting and enlightening outline 
is presented for the businessman of a pro- 
posed fiscal policy for a period of less 
than a year following the end of the war, 
for a year or two after the war, and for 
several subsequent years. The author 
describes the economic characteristics of 
each period and taxation measures applic- 


able to each. L. B. L. 


Business in Print 


Nazi War Finance and Banking. By Otto 
Nathan. New York: National Bureau of Eco- 
nomic Research. 50 cents. 


A résumé of German financial practices in prepa- 
ration for, and in the conduct of, World War II. 


A Guide to Public Opinion Polls. By George 
ae Princeton: Princeton University Press. 
1.50. 


Questions and answers explaining how the 
Gallup poll works. 


Prepared by 
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Oil in the Earth. By Wallace E. Pratt. Law- 
rence: University of Kansas Press. 1943. 


What is oil? Where is it found? Who finds it 
and where? Whose oil is it? Interesting mate- 
rial is presented on these subjects by the author, 
who has had years of practical experience as a 
geologist and company executive. Existence of 
oil is a possibility over 40% of the land area of 
the globe, comprising 25 million square miles, 
according to the author, who declares that only 
a small portion of this area has as yet been 
explored. H. H. S. 


The Nazi Economic System: Germany’s 
Mobilization for War. By Otto Nathan, 
with the collaboration of Milton Fried. Durham, 
N.C.: Duke University Press. $4. 


A detailed analysis. Until 1933 the author was 
adviser to the Reich Ministry of Economics and 
a faculty member of the Hochschule fiir Politik. 
He is now a professor of economics at Vassar. 
America and Two Wars. By Dexter Per- 
kins. Boston: Little, Brown & Co. $2. 


An interpretation by an author known for his 
studies of the Monroe Doctrine, and recently 
appointed visiting professor of American History 
at Cambridge University. 


U. S. Aviation in Wartime. Washington, 
D. C.: American Council on Public Affairs. 
Cloth $2.50, paper $2. 


Progress of aviation in the United States as re- 
ported by the Office of War Information. 


The Railroads and Public Welfare. By 
Emory R. Johnson. New York: Simmons- 
Boardman Publishing Company. $3. 


Dr. Johnson has been professor of transporta- 
tion and commerce at the University of Penn- 
sylvania since 1896, and has served as an expert 
on many governmental boards. 


Argentina: Pivot of Pan American Peace. 
By Henry Albert Phillips. New York: Hastings 
House. $2.50. 


A discussion of the country’s economic and 
sociological problems. 


“Retail Credit Survey, 1943,” issued by the 
Board of Governors, Federal Reserve System, 
June. Analysis, by kind of business as well as 
for all retail stores, of credit transactions and 
collections, balance sheet items, inventory 
turnover, and ratio of current assets to current 
liabilities. 

‘Business Finance in the War,” Federal Reserve 
Bulletin, July. The article declares that the 
“accumulated liquid resources will be of help 
to business in meeting the problems of conver- 
version from war to peace activities,” but that 
“ft should not be concluded ... that they 
are adequate to meet all needs in the post- 
war period, either in the aggregate, or in 
particular industries or firms.” 

“An Analysis of the Sources of War Finance and 
Estimates of the National Income and Expend- 
iture in the Years 1938 to 1943,” Federal 
Reserve Bulletin, July. Text of a British Gov- 
ernment White Paper (Cmd. 6520) presented 
to Parliament on April 25 by the Financial 
Secretary to the British Treasury. 
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